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��� $/7(51$7,9(6

���� ,1752'8&7,21

7KLV�FKDSWHU�GHVFULEHV�DQG�FRPSDUHV�WKH
DOWHUQDWLYHV�FRQVLGHUHG�IRU�WKH�SURSRVHG
3$/&2�+&3��6<3��DQG�DVVRFLDWHG�ODQG
DFTXLVLWLRQV���)ROORZLQJ�WKLV�LQWURGXFWLRQ�
6HFWLRQ�����SURYLGHV�D�VXPPDU\�RI�3$/&2ªV
SURSRVHG�+&3�DQG�6<3��DQG�6HFWLRQ����
GHVFULEHV�WKH�GHYHORSPHQW�RI�DOWHUQDWLYHV�
6HFWLRQ�����WKHQ�GHVFULEHV�DOWHUQDWLYHV�WKDW
ZHUH�FRQVLGHUHG�EXW�QRW�VHOHFWHG�IRU
GHWDLOHG�DQDO\VLV���6HFWLRQ�����SUHVHQWV�D�QR
DFWLRQ�QR�SURMHFW�DOWHUQDWLYH��WKUHH
DOWHUQDWLYHV��DQG�RQH�VXEDOWHUQDWLYH�IRU
DFFRPSOLVKLQJ�WKH�SURSRVHG�DFWLRQ���(DFK
DOWHUQDWLYH�LV�D�YDULDWLRQ�LQ�WKH�NH\
FRPSRQHQWV�RI�WKH�DFTXLVLWLRQ��+&3��6<3�
DQG�+HDGZDWHUV�5HVHUYH��5HVHUYH�
FRQILJXUDWLRQV���6HFWLRQ�����FRPSDUHV�WKH
PDMRU�FKDUDFWHULVWLFV�DQG�VXPPDUL]HV�WKH
HIIHFWV�RI�WKH�DOWHUQDWLYHV�LQ�UHODWLRQVKLS�WR
VLJQLILFDQW�LVVXHV���6HFWLRQ�����H[SODLQV
PLWLJDWLRQ�PHDVXUHV��DQG�6HFWLRQ����
H[SODLQV�WKH�PLWLJDWLRQ�PRQLWRULQJ�SODQ�WR
EH�GHYHORSHG�E\�WKH�DJHQFLHV�

���� 3$/&2ª6�352326('
+&3�$1'�6<3

3$/&2ªV�SURSRVHG�+&3�6<3��3$/&2�
�������DOVR�DYDLODEOH�WKURXJK�WKH�&DOLIRUQLD
(QYLURQPHQWDO�5HVRXUFHV�(YDOXDWLRQ
6\VWHP¥+HDGZDWHUV�)RUHVW�DW�WKH�IROORZLQJ
ZHEVLWH���+773���FHUHV�FD�JRY��FRQVLVWV�RI�D
YDULHW\�RI�DFWLYLWLHV��VSHFLILF�SUHVFULSWLRQV�
DQG�PLWLJDWLRQ�PHDVXUHV�UHODWHG�WR
3$/&2ªV�WLPEHU�PDQDJHPHQW�DQG�RWKHU
DFWLYLWLHV�RQ�LWV���������DFUH�RZQHUVKLS�
7KH�GHVFULSWLRQ�RI�WKH�SURSRVHG�+&3�DV
FRQWDLQHG�LQ�3$/&2��������LV�LQFRUSRUDWHG

KHUH�E\�UHIHUHQFH���7KH�SODFHPHQW�RI�ODQG
LQWR�WKH�5HVHUYH��ULSDULDQ�PDQDJHPHQW�
DQG�WLPEHU�KDUYHVW�SUHVFULSWLRQV�DUH
GHVFULEHG�XQGHU�WKH�LQGLYLGXDO�DOWHUQDWLYHV
LQ�6HFWLRQ�������7KH�GHVFULSWLRQV�EHORZ
VXPPDUL]H�LQIRUPDWLRQ�RQ�RWKHU�DFWLYLWLHV
SURSRVHG�IRU�FRYHUDJH�LQ�WKH�+&3�DQG�WKH
6<3�

3$/&2�VHHNV�WR�KDYH�VHYHUDO�RI�LWV�ODQG
PDQDJHPHQW�DQG�RWKHU�DFWLYLWLHV�FRYHUHG�E\
WKH�+&3�DQG�DVVRFLDWHG�,73���7KHVH
DFWLYLWLHV�DUH�DV�IROORZV�

• 7LPEHU�PDQDJHPHQW

• 5RDG�DQG�ODQGLQJ�FRQVWUXFWLRQ�
PDLQWHQDQFH��DQG�FORVXUH

• 1HDU�VWUHDP�JUDYHO�PLQLQJ

• &RPPHUFLDO�URFN�TXDUULHV

• *UD]LQJ

• 6WUHDP�HQKDQFHPHQW�SURMHFWV

• 2SHUDWLRQ�RI�ILVK�UHDULQJ�IDFLOLWLHV

• 6FLHQWLILF�VXUYH\V�DQG�VWXGLHV

• 5HFUHDWLRQ

7KHVH�DFWLYLWLHV�DUH�EULHIO\�GHVFULEHG�EHORZ�

7LPEHU�PDQDJHPHQW�LQFOXGHV�WLPEHU
KDUYHVW��VLWH�SUHSDUDWLRQ��SODQWLQJ�
YHJHWDWLRQ�PDQDJHPHQW��WKLQQLQJ�
IHUWLOL]DWLRQ��DQG�ILUH�VXSSUHVVLRQ�

5RDG�DQG�ODQGLQJ�FRQVWUXFWLRQ�
PDLQWHQDQFH��DQG�FORVXUH�LQFOXGH�SURSRVHG
VWRUPSURRILQJ��FRQVWUXFWLRQ�RI�QHZ�URDGV�
VWUHDP�FURVVLQJ��PDLQWHQDQFH�RI�VXUIDFHG
URDGV��VHDVRQDO�URDGV��FXOYHUWV��EULGJHV�
IRUGV��FXW�DQG�ILOO�VORSHV��DQG�WHPSRUDU\�RU
SHUPDQHQW�URDG�FORVXUH�

*UDYHO�DQG�URFN�H[WUDFWLRQ�LQFOXGHV�QHDU�
VWUHDP�JUDYHO�PLQLQJ��ERUURZ�SLWV��DQG�URFN
TXDUU\LQJ���1HDU�VWUHDP�JUDYHO�PLQLQJ



//BECALVIN/vol2/WP/1693/PALCO2/12120.DOC • 9/20/98 2-2

LQFOXGHV�VXUIDFH�PLQLQJ�RSHUDWLRQV��SDGGOH
ZKHHO�VNLPPLQJ�IURP�ULYHU�EDUV��RQ�WKH�(HO
5LYHU�DERYH�WKH�9DQ�'X]HQ�5LYHU���1HDU�
VWUHDP�JUDYHO�PLQLQJ�LV�VXEMHFW�WR�D
VHSDUDWH�SHUPLWWLQJ�SURFHVV���3$/&2
FXUUHQWO\�KDV�WZR�FRPPHUFLDO�KDUG�URFN
TXDUULHV��WKH�ILUVW�LV�LQ�WKH�<DJHU�&UHHN
GUDLQDJH�ZLWKLQ�WKH�$OOHQ�&UHHN�PDUEOHG
PXUUHOHW�FRQVHUYDWLRQ�DUHD��00&$���DQG
WKH�VHFRQG�LV�LQ�WKH�/DZUHQFH�&UHHN
GUDLQDJH���3$/&2ªV�0LQLQJ�DQG
5HFODPDWLRQ�3ODQ�LV�SDUW�RI�WKH
DGPLQLVWUDWLYH�UHFRUG���6XPPDULHV�DUH
LQFOXGHG�LQ�3$/&2��������9ROXPH�,��3DUWV�,
DQG�-����2WKHU�URFN�TXDUULHV�OLNHO\�ZLOO�EH
SHUPLWWHG�LQ�WKH�IXWXUH���&RPPHUFLDO�URFN
TXDUULHV�DOVR�DUH�VXEMHFW�WR�D�VHSDUDWH
SHUPLWWLQJ�SURFHVV�

&DWWOH�JUD]LQJ�RFFXUV�XQGHU����JUD]LQJ
SHUPLWV���$SSUR[LPDWHO\�������DFUHV�DUH
OHDVHG�WR�SULYDWH�FDWWOH�RSHUDWLRQV��DQG
DERXW�����KHDG��L�H���FRZ�FDOI�SDLUV��JUD]H
RQ�3$/&2�ODQG���3$/&2�ZDQWV�D�SHUPLW
IRU�XS�WR�������KHDG���7KH�JUD]LQJ�ODQGV
LQFOXGH�\RXQJ�SODQWDWLRQV��SUDLULHV��DQG
SDVWXUHV�

3$/&2�SHUIRUPV�VWUHDP�KDELWDW
HQKDQFHPHQW�SURMHFWV�XQGHU�DQ�RQJRLQJ
FRRSHUDWLYH�DJUHHPHQW�ZLWK�&')*���$ERXW
���SURMHFWV�DUH�FRPSOHWHG�HDFK�\HDU�

3$/&2�RSHUDWHV�D�ILVK�UHDULQJ�IDFLOLW\�DW�LWV
<DJHU�/RJJLQJ�&DPS�DQG�DW�6FRWLD���7KHUH
DUH�DOVR�WZR�DFFOLPDWL]DWLRQ�WDQNV�DW
UHPRWH�VLWHV�LQ�WKH�<DJHU�&UHHN�EDVLQ���7KH
IDFLOLWLHV�DUH�XVHG�WR�FDSWXUH��UDLVH��DQG
UHOHDVH�WKH�\RXQJ�RI�ZLOG�DQDGURPRXV�ILVK
IURP�<DJHU�&UHHN�EDVLQ�

,Q�FRQQHFWLRQ�ZLWK�H[LVWLQJ�SURJUDPV�
3$/&2�FRQGXFWV�VXUYH\V�IRU�FHUWDLQ
IHGHUDO��DQG�VWDWH�OLVWHG�VSHFLHV���6XUYH\V
FRQGXFWHG�DUH�FRQVLVWHQW�ZLWK�DFFHSWHG
SURWRFROV�IRU�WKH�LQGLYLGXDO�VSHFLHV���)LVK�
UHDULQJ�IDFLOLWLHV�DQG�VFLHQWLILF�VXUYH\V�DQG
VWXGLHV�UHTXLUH�D�IHGHUDO�SHUPLW�XQGHU
6HFWLRQ����D�����$��RI�WKH�(6$�

$OWKRXJK�PRVW�RI�3$/&2ªV�ODQGV�DUH�FORVHG
WR�WKH�JHQHUDO�SXEOLF��VRPH�UHFUHDWLRQDO�XVH
GRHV�RFFXU���(PSOR\HHV�DUH�DOORZHG�WR�KXQW
RQ�WKH�SURSHUW\��DQG�WKH�ODQGV�DUH�XVHG�IRU
UHFUHDWLRQ�E\�D�ER\�VFRXW�FDPS��D�FKXUFK
FDPS��DQ�DUFKHU\�FOXE��DQG�RWKHU�RUJDQL]HG
JURXSV�

3$/&2ªV�+&3�LQFOXGHV�DQ�DTXDWLF
FRQVHUYDWLRQ�VWUDWHJ\�WKDW�ZRXOG�SURYLGH
IRU�LPSURYHPHQW�LQ�DTXDWLF�KDELWDW�DQG
ZRXOG�FRQWULEXWH�VXEVWDQWLDOO\�WRZDUGV
DFKLHYLQJ�WKH�JRDOV�LQ�D�IHGHUDO�VWDWH
LQWHUDJHQF\�SURSHUO\�IXQFWLRQLQJ�KDELWDW
PDWUL[��3$/&2��������9ROXPH�,9��3DUW�'�
6HFWLRQ������7KLV�PDWUL[�LGHQWLILHV�VHYHUDO
ELRORJLFDOO\�LPSRUWDQW�YDULDEOHV�IRU�WKH
HYDOXDWLRQ�RI�DTXDWLF�KDELWDW�FRQGLWLRQV
LQFOXGLQJ�WKH�DPRXQW�RI�ILQH�VHGLPHQWV��L�H��
OHVV�WKDQ������PP���PHGLDQ�VWUHDPEHG
SDUWLFOH�VL]H��L�H���'�����ZDWHU�WHPSHUDWXUH�
ULSDULDQ�]RQH�FDQRS\�FRYHU��SRRO�DEXQGDQFH
DQG�VL]H��ODUJH�ZRRG\�GHEULV�YROXPH��DQG
ULSDULDQ�]RQH�WUHH�DEXQGDQFH���0DUEOHG
PXUUHOHW�KDELWDW�FRQVHUYDWLRQ�ZRXOG�EH
SURYLGHG�WKURXJK�WKH�+HDGZDWHUV�5HVHUYH�
00&$V��XVH�RI�WKH�ODWH�VHUDO�SUHVFULSWLRQ
VLQJOH�WUHH�VHOHFWLRQ�ZLWKLQ�����IHHW�RI
VXLWDEOH�PDUEOHG�PXUUHOHW�KDELWDW�RQ
DGMDFHQW�SXEOLF�ODQGV��DQG�RWKHU�PHDVXUHV�

3$/&2�ZRXOG�UHGXFH�HURVLRQ�IURP�URDGV
WKURXJK�LWV�FRQVWUXFWLRQ�DQG�PDLQWHQDQFH
SURJUDP��ZDWHUVKHG�DQDO\VLV��DQG�E\�WKH
URDG�VWRUP�SURRILQJ�SURJUDP���$W�D
PLQLPXP��DVVHVVPHQWV�PXVW�EH�FRPSOHWHG
DV�IROORZV������(ON�5LYHU��)UHVKZDWHU�&UHHN�
DQG�<DJHU�&UHHN�LQ�WKH�ILUVW�GHFDGH������9DQ
'X]HQ�DQG�0LGGOH�(HO�ULYHUV�LQ�WKH�VHFRQG
GHFDGH��DQG�����/DUDEHH�&UHHN��6DOPRQ
&UHHN��DQG�0DWWROH�DQG�%HDU�ULYHUV�LQ�WKH
WKLUG�GHFDGH�

3$/&2ªV�SURSRVHG������$JUHHPHQW�ZRXOG
FRYHU�WKH�IROORZLQJ�DFWLYLWLHV���SHUPDQHQW
URDG�FURVVLQJV�RQ�&ODVV�,�DQG�UHVWRUDEOH
ILVK�EHDULQJ�VWUHDPV��SHUPDQHQW�FXOYHUW
URDG�FURVVLQJV�RQ�&ODVV�,,�DQG�&ODVV�,,,
VWUHDPV��RWKHU�WHPSRUDU\�FURVVLQJV�RQ�QRQ�
&ODVV�,�VWUHDPV��IRUGV��QHDU�VWUHDP�JUDYHO
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PLQLQJ��DQG�URDG�VWRUPSURRILQJ���7KH
SURSRVHG������$JUHHPHQW�FRQWDLQV�VSHFLILF
PHDVXUHV�WR�EH�LQFRUSRUDWHG�LQWR�HDFK�W\SH
RI�DFWLYLW\�WR�SURWHFW�DTXDWLF�UHVRXUFHV
�3$/&2��������9ROXPH�9,��3DUW�(��

3$/&2ªV�SURSRVHG�+&3�6<3��3$/&2�
������DOVR�FRQWDLQV�D�YDULHW\�RI�GHWDLOHG
PDQDJHPHQW�SUHVFULSWLRQV�DQG�UHODWHG
FRQVHUYDWLRQ�REMHFWLYHV�WKDW�FRQVWUDLQ�WKH
ORQJ�WHUP�VXVWDLQHG�\LHOG��/76<����7KHVH
SDUDPHWHUV�LQFOXGH�WKH�IROORZLQJ�

• 7KH�SURSRVHG�KDUYHVW�OHYHO�WKURXJKRXW
WKH�3ODQ�ZRXOG�QRW�LQFUHDVH�RU�GHFUHDVH
E\�PRUH�WKDQ����SHUFHQW�EHWZHHQ�WKH
ILUVW�DQG�VHFRQG�GHFDGHV��E\�PRUH�WKDQ
�����SHUFHQW�EHWZHHQ�WKH�VHFRQG�DQG
WKLUG�GHFDGHV��DQG�E\�PRUH����SHUFHQW
WKHUHDIWHU�

• +DUYHVW�SHU�GHFDGH�PXVW�EH�ORZHU�WKDQ
WKH�/76<���$YHUDJH�JURZWK�LV�FRPSXWHG
DV�WKH�PHDQ�DQQXDO�SHULRGLF�LQFUHPHQW
RI�WKH�ODVW�IRXU�SODQQLQJ�SHULRGV�IRU
XQHYHQ�DJHG�SUHVFULSWLRQV�DQG�DV�WKH
PHDQ�DQQXDO�LQFUHPHQW�IRU�HYHQ�DJHG
SUHVFULSWLRQV�

• $W�OHDVW����SHUFHQW�RI�3$/&2ªV�IRUHVWHG
ODQGV�LQ�HDFK�ZDWHUVKHG�DQDO\VLV�DUHD
�:$$��ZRXOG�EH�ODWH�VHUDO��H[FOXGLQJ
:$$����:$$���LV�DQ�DPDOJDPDWLRQ�RI
DUHDV�FUHDWHG�IRU�DQDO\VLV�SXUSRVHV
UDWKHU�WKDQ�DQ�DFWXDO�ZDWHUVKHG��

• $W�OHDVW�ILYH�SHUFHQW�RI�3$/&2ªV
IRUHVWHG�ODQGV�LQ�HDFK�:$$�ZRXOG�EH
PLG�VHUDO�

• $W�OHDVW�ILYH�SHUFHQW�RI�3$/&2ªV
IRUHVWHG�ODQGV�LQ�HDFK�:$$�ZRXOG�EH
\RXQJ�IRUHVW�

• $W�OHDVW���SHUFHQW�RI�3$/&2ªV�IRUHVWHG
ODQGV�ZLWKLQ�HDFK�:$$�ZRXOG�EH�IRUHVW
RSHQLQJV�

• $W�OHDVW����SHUFHQW�RI�3$/&2ªV�IRUHVWHG
ODQGV�ZLWKLQ�HDFK�:$$��H[FOXGLQJ
:$$����VKRXOG�EH�VXLWDEOH�QHVWLQJ
KDELWDW�IRU�QRUWKHUQ�VSRWWHG�RZOV�

3$/&2�ZRXOG�DWWHPSW�WR�PDLQWDLQ�LWV
HPSOR\PHQW�DW�H[LVWLQJ�OHYHOV�WKURXJK�WKH

SXUFKDVH�RI�ORJV�RQ�WKH�RSHQ�PDUNHW�DQG
FRQWLQXHG�LQYHVWPHQWV�LQ�YDOXH�DGGHG
PDQXIDFWXULQJ���9DULRXV�PRQLWRULQJ
PHDVXUHV�DUH�DOVR�SURSRVHG��LQFOXGLQJ
PHDVXUHV�IRU�PDUEOHG�PXUUHOHWV��QRUWKHUQ
VSRWWHG�RZOV��VWUHDP�DVVHVVPHQW�DQG
HQKDQFHPHQW��DQQXDO�KDUYHVW�OHYHOV��DQG
JURZWK�LQ�LQWHQVLYHO\�PDQDJHG�XQLWV�

���� '(9(/230(17�2)
$/7(51$7,9(6

7KH�SURFHVV�XVHG�LQ�GHYHORSLQJ�WKH
DOWHUQDWLYHV�IRU�WKLV�DFWLRQ�EHJDQ�ZLWK�WKH
UHYLHZ�DQG�DQDO\VLV�RI�WKH�SXUSRVH�DQG
QHHG�IRU�WKH�DFWLRQ��WKH�RUDO�DQG�ZULWWHQ
FRPPHQWV�UHFHLYHG�GXULQJ�VFRSLQJ��GHWDLOHG
LQIRUPDWLRQ�SURYLGHG�LQ�WKH�+&3�DQG�6<3�
DQG�WKH�LVVXHV�GHVFULEHG�LQ�WKH�6FRSLQJ
5HSRUW���7KURXJK�GHYHORSPHQW�RI�WKH�6<3
QXPHURXV�DOWHUQDWLYH�WLPEHU�KDUYHVW
VFHQDULRV�ZHUH�HYDOXDWHG���7KURXJK
GHYHORSPHQW�RI�WKH�+&3��D�JUHDW�PDQ\
DOWHUQDWLYHV�ZHUH�IRUPXODWHG�WR�DYRLG�DQG
PLQLPL]H�WDNH�RI�OLVWHG�VSHFLHV���)URP�WKHVH
HIIRUWV��WHQ�IXOO�DFWLRQ�DOWHUQDWLYHV�ZHUH
FRQVLGHUHG�ZKLFK�HQFRPSDVVHG�WKH�IXOO
UDQJH�RI�LVVXHV�DQG�SRVVLEOH�FRPELQDWLRQV�RI
DFWLRQV���)LYH�RI�WKHVH�ZHUH�QRW�VHOHFWHG�IRU
GHWDLOHG�DQDO\VLV�IRU�WKH�UHDVRQV�OLVWHG�LQ
6HFWLRQ�������)RXU�DFWLRQ�DOWHUQDWLYHV�DQG
RQH�VXEDOWHUQDWLYH�ZHUH�FDUULHG�IRUZDUG�IRU
DQDO\VLV�

7KH�IHGHUDO�DQG�VWDWH�DFWLRQV�JHQHUDOO\
LQYROYH�WKUHH�VHSDUDWH�W\SHV�RI�DFWLRQ�����
LVVXDQFH�RI�DQ�,73�EDVHG�RQ�DQ�+&3�
DSSURYDO�RI�D�6<3�DQG�RWKHU�DXWKRUL]DWLRQV�
����DFTXLVLWLRQ�RI�SURSHUW\�E\�WKH�IHGHUDO
DQG�VWDWH�JRYHUQPHQWV��DQG�����GHVLJQDWLRQ
RI�DJHQFLHV�E\�WKH�IHGHUDO�DQG�VWDWH
JRYHUQPHQWV�WR�PDQDJH�WKH�DFTXLUHG�ODQGV�
$GGLWLRQDOO\��WKH�ODQG�FRXOG�EH�DFTXLUHG
IURP�3$/&2�E\�GLIIHUHQW�PHWKRGV���7KHVH
WKUHH�DFWLRQV�DQG�WKH�GLIIHUHQW�DFTXLVLWLRQ
PHWKRGV�FDQ�EH�LQWHUFKDQJHG���)RU�H[DPSOH�
DOWHUQDWLYH�+&3V�DQG�6<3V�FRXOG�EH
DSSURYHG�RQ�GLIIHUHQW�3$/&2�ODQG�EDVHV
WKDW�UHPDLQ�DIWHU�YDULRXV�OHYHOV�RI
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DFTXLVLWLRQ��RU�QRQ�DFTXLVLWLRQ��IURP
3$/&2�DQG�WKH�(ON�5LYHU�7LPEHU�&RPSDQ\
ZLWK�GLIIHUHQW�W\SHV�RI�DFTXLVLWLRQ�PHWKRGV�
7KHQ�WKHVH�GLIIHUHQW�SRVVLEOH�DFTXLUHG
SURSHUWLHV�FRXOG�EH�PDQDJHG�XQGHU
GLIIHUHQW�LQWHUDJHQF\�FRPELQDWLRQV�E\�WKH
IHGHUDO�DQG�VWDWH�JRYHUQPHQWV�
$OWHUQDWLYHV�WR�DOO�WKUHH�DFWLRQV�ZHUH
FRQVLGHUHG�DQG�WKHQ�LQFRUSRUDWHG�LQWR�IRXU
DOWHUQDWLYHV�DQG�RQH�VXEDOWHUQDWLYH���7KH
HQYLURQPHQWDO�HIIHFWV�DVVRFLDWHG�ZLWK
LVVXDQFH�RI�WKH�,73�DQG�DSSURYDO�RI�WKH�6<3
DUH�FRQVLGHUHG�LQ�GHWDLO���7KH
HQYLURQPHQWDO�HIIHFWV�RI�VXEVHTXHQW�IHGHUDO
DQG�VWDWH�PDQDJHPHQW�RI�WKH�DFTXLUHG
ODQGV�LV�FRQVLGHUHG�FRQFHSWXDOO\���$IWHU
DFTXLVLWLRQ��GHWDLOHG�PDQDJHPHQW�SODQV
DQG�DOWHUQDWLYHV�ZRXOG�EH�IRUPXODWHG�DQG
UHYLHZHG�XQGHU�DSSURSULDWH�IHGHUDO�DQG
VWDWH�ODZV��LQFOXGLQJ�1(3$�DQG�&(4$�
7DEOH�������VKRZV�WKH�UHODWLRQVKLS�RI�WKH
WKUHH�W\SHV�RI�DFWLRQV�DQG�WKH�DFTXLVLWLRQ
PHWKRGV�IRU�WKH�DOWHUQDWLYHV�WKDW�DUH
DQDO\]HG���7KH�DOWHUQDWLYHV�VHOHFWHG�IRU
GHWDLOHG�DQDO\VLV�DUH�GHVFULEHG�LQ�6HFWLRQ
����

7KH�WKUHH�W\SHV�RI�DFWLRQV�DQG�WKH
DFTXLVLWLRQ�PHWKRGV�GLVFXVVHG�DERYH�DUH
LOOXVWUDWHG�LQ�7DEOH�������DQG�DQDO\]HG�LQ
WKH�DOWHUQDWLYHV�GLVFXVVHG�LQ�6HFWLRQ�����
7KH\�UHSUHVHQW�D�UHDVRQDEOH�UDQJH�RI
DOWHUQDWLYHV���,Q�RWKHU�ZRUGV��WKH�ILQDO
GHFLVLRQ�V��RI�WKH�DJHQFLHV�PD\�LQFOXGH
FRPSRQHQWV�RI�GLIIHUHQW�DOWHUQDWLYHV�WKDW
DUH�EDVHG�RQ�WKH�DQDO\VLV�LQ�WKLV�(,6�(,5�
7KH�DJHQFLHV��KRZHYHU��FDQQRW�XQLODWHUDOO\
LPSRVH�VRPH�FRPSRQHQWV�RI�WKH�DOWHUQDWLYHV
RQ�3$/&2��VXFK�DV�WKH�ODUJHU�UHVHUYH�
ZLWKRXW�3$/&2ªV�FRQVHQW�

$Q\�RI�WKH�DFTXLVLWLRQ�PHWKRGV�LQGLFDWHG�LQ
7DEOH�������FRXOG�EH�XVHG�WR�DFTXLUH�WKH
3$/&2�DQG�(ON�5LYHU�7LPEHU�&RPSDQ\
SURSHUWLHV���$FTXLVLWLRQ�LV�SURSRVHG�E\
SXUFKDVH��DV�DXWKRUL]HG�E\�&RQJUHVV�DQG
WKH�&DOLIRUQLD�OHJLVODWXUH���+RZHYHU��DOO�RI
WKH�LQGLFDWHG�DFTXLVLWLRQ�PHWKRGV�ZHUH
RULJLQDOO\�FRQVLGHUHG��DQG�DQ\�RI�WKHP

FRXOG�FRQFHLYDEO\�RFFXU�XQGHU�DQ\
DOWHUQDWLYH���6LQFH�WKH�DFTXLVLWLRQ�PHWKRG
GRHV�QRW�DIIHFW�WKH�HQYLURQPHQW��LQGLYLGXDO
PHWKRGV�RI�DFTXLVLWLRQ�DUH�QRW�DQDO\]HG
VHSDUDWHO\�

7KH�GHVLJQDWLRQ�RI�DJHQFLHV�WR�PDQDJH�WKH
+HDGZDWHUV�5HVHUYH�LI�LW�FRPHV�LQWR�IHGHUDO
DQG�VWDWH�RZQHUVKLS�LV�DQ�DGPLQLVWUDWLYH
DFWLRQ�DQG�GRHV�QRW�UHTXLUH�1(3$�DQG
&(4$�DQDO\VLV���+RZHYHU��PDQ\�IHGHUDO
DQG�VWDWH�DJHQFLHV�DQG�,QGLDQ�WULEDO
HQWLWLHV�ZHUH�FRQVLGHUHG�IRU�SRVVLEOH
PDQDJHPHQW�RI�WKH�+HDGZDWHUV�5HVHUYH�LI
RQH�RI�WKH�DFWLRQ�DOWHUQDWLYHV�LV�FKRVHQ�
7KHVH�DJHQFLHV�LQFOXGHG�WKH�%/0��86
)RUHVW�6HUYLFH��5HGZRRG�1DWLRQDO�3DUN�
):6��,QGLDQ�WULEDO�JRYHUQPHQWV��&DOLIRUQLD
'HSDUWPHQW�RI�)RUHVWU\�DQG�)LUH
3URWHFWLRQ��&DOLIRUQLD�'HSDUWPHQW�RI�)LVK
DQG�*DPH��&DOLIRUQLD�'HSDUWPHQW�RI�3DUNV
DQG�5HFUHDWLRQ��DQG�D�+HDGZDWHUV�)RUHVW
0DQDJHPHQW�7UXVW���7KH�'HSDUWPHQW�RI�WKH
,QWHULRU�LGHQWLILHG�WKH�%/0�DV�LWV
GHVLJQDWHG�PDQDJHPHQW�DJHQF\���7KH�VWDWH
PDQDJHPHQW�DJHQF\�KDV�QRW�\HW�EHHQ
LGHQWLILHG�E\�WKH�&DOLIRUQLD�5HVRXUFHV
$JHQF\�

2Q�$XJXVW�����������WKH�&DOLIRUQLD�VWDWH
OHJLVODWXUH�SDVVHG�$%�������ZKLFK
DSSURSULDWHV������PLOOLRQ�WR�WKH�:LOGOLIH
&RQVHUYDWLRQ�%RDUG�DV�WKH�VWDWHªV�VKDUH�RI
WKH�FRVW�RI�DFTXLULQJ�WKH�+HDGZDWHUV
)RUHVW��(ON�+HDG�6SULQJV�)RUHVW��DQG�(ON
5LYHU�SURSHUW\�WR�FRQVXPPDWH�WKH
6HSWHPEHU�����������DJUHHPHQW���7KH
H[SHQGLWXUH�RI�VXFK�IXQGV�LV�FRQGLWLRQHG�RQ
WKH�LQFOXVLRQ�RI�VSHFLILF�FRQGLWLRQV�DV
GHVFULEHG�LQ�6HFWLRQV�������DQG�XQGHU�$%
�����FRQGLWLRQV�DIWHU�6HFWLRQ�������LQ�WKH
ILQDO�+&3��,$��DQG�,73V�

,Q�DGGLWLRQ��WKH�VWDWH�OHJLVODWLRQ
DSSURSULDWHV�IXQGV�WR�WKH�:LOGOLIH
&RQVHUYDWLRQ�%RDUG��VXEMHFW�WR�WKH�VDPH
FRQGLWLRQV��IRU�WKH�SXUFKDVH�DQG�SHUPDQHQW
SURWHFWLRQ�RI�*UL]]O\�&UHHN�00&$�DQG�2ZO
&UHHN�00&$��DQG�WR�WKH�H[WHQW�IXQGV
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Table 2.3-1.  Relationship of the Three Types of Actions to Alternatives Selected for Detailed Analysis

Alternative 1
No Action/
No Project

Alternative 2
Proposed Action/
Proposed Project

Alternative 2a
No Elk River

Property

Alternative 3
Property-wide

Selective Harvest

Alternative 4
63,000-acre No-
harvest Public
Reserve

ACQUISITION OPTIONS FOR HEADWATERS RESERVE
No Acquisition/No Action X
Acquisition by \1

Federal and state funds X X X X
Federal and state property X X X X
Private funds X X X X
Payment in property by PALCO X X X X

PROPERTY ACQUISITION FOR HEADWATERS RESERVE
No Acquisition/No Action X
7,503-acre Headwaters acquisition with Elk River
Timber Company lands

X X

5,739-acre Headwaters acquisition without Elk River
Timber Company lands

X

63,000-acre Headwaters acquisition X
PERMIT OPTIONS FOR PALCO OPERATIONS
No ITP or SYP/No Action X
ITP and SYP issued X X X X
No NCCP or 1603 Permit/No Project X
NCCP and/or 1603 Permit Issued X X X X
MANAGEMENT OPTIONS FOR HEADWATERS RESERVE
BLM and state of California management X X X X
Other management options (e.g., individually or combinations of the following:
BLM, Redwood National Park; U.S. Forest Service, Fish and Wildlife Service,
Indian Tribes, California Department of Forestry and Fire Protection, California
Department of Fish and Game, California Department of Parks, Headwater Forest
Management Trust)  \2

X X X X

\1  Legislation enacted by Congress and the California legislature indicates the intent to purchase with federal and state funds.  However, any of the indicated acquisition methods could occur under any alternative.
Since the method of acquisition does not affect the environment, each individual method of acquisition is not analyzed separately.

\2  The designation of agencies to manage the Headwaters Reserve when it comes into federal and state ownership is an administrative decision. All of the agencies mentioned above were considered prior to the
Department of Interior’s decision for the BLM to be the federal manager. The state management agency has still not been decided by the California Resources Agency. Initial management responsibility would be
under the California Resources Agency until a specific agency is determined.

Source:  Foster Wheeler Environmental Corporation, 1998



//BECALVIN/vol2/WP/1693/PALCO2/12120.DOC • 9/20/98 2-6

DSSURSULDWHG�IRU�WKH�SXUFKDVH�RI�2ZO�&UHHN
00&$�UHPDLQ�DIWHU�VXFK�SXUFKDVH��IRU�WKH
SXUFKDVH�DQG�SHUPDQHQW�SURWHFWLRQ�RI�WKH
(ON�5LYHU�3URSHUW\�DQG�WKH�SUHYLRXVO\
XQORJJHG�DQFLHQW�'RXJODV�ILU�IRUHVW�ODQG
ZLWKLQ�WKH�0DWWROH�5LYHU�ZDWHUVKHG���$V
H[SODLQHG�LQ�6HFWLRQ��������ZKLOH�WKHVH
DSSURSULDWLRQV�FDQQRW�EH�HQFXPEHUHG
XQOHVV�WKH�ILQDO�+&3��,$��DQG�,73V�LQFOXGH
WKH�VSHFLILHG�FRQGLWLRQV��SXUFKDVH�RI�WKHVH
SURSHUWLHV�ZRXOG�QRW�EH�D�FRPSRQHQW�RI�WKH
+&3��,73V��DQG�6<3�

7KH�VWDWH�OHJLVODWLRQ�ZDV�SDVVHG�ODWH�LQ�WKH
'(,6�(,5�SUHSDUDWLRQ�SURFHVV���7KH
'(,6�(,5�QHHGHG�WR�EH�LVVXHG�DQG�PDGH
DYDLODEOH�IRU�SXEOLF�UHYLHZ�EHIRUH�D
TXDQWLWDWLYH�DQDO\VLV�RI�WKH�LPSDFW�RI�$%
�����FRXOG�EH�GHYHORSHG�DQG�LQWHJUDWHG�LQWR
WKH�'(,6�(,5�WR�HQDEOH�WKH�DJHQFLHV�WR
PDNH�D�ILQDO�GHWHUPLQDWLRQ�EHIRUH�WKH
IHGHUDO�IXQGLQJ�DSSURSULDWLRQ�H[SLUHV�RQ
0DUFK���������

7KH�'(,6�(,5�FRQVLGHUV�WKH�$%�����
FRQGLWLRQV�WR�EH�ZLWKLQ�WKH�LPSDFWV�DQDO\VLV
SURYLGHG�IRU�$OWHUQDWLYH���DQG�GRHV�QRW
WUHDW�WKH�GUDIW�+&3��DV�PRGLILHG�E\�WKH
VWDWH�OHJLVODWLRQ��DV�D�VHSDUDWH�DOWHUQDWLYH�
:KHUH�WKH�PRGLILFDWLRQV�WR�WKH�+&3
UHTXLUHG�E\�$%������ZRXOG�UHVXOW�LQ
GLIIHUHQW�LPSDFWV��WKH�GLIIHUHQFHV�DUH
DGGUHVVHG�TXDOLWDWLYHO\�XQGHU�WKH�LPSDFWV
DQDO\VLV�IRU�$OWHUQDWLYH���LQFOXGHG�LQ
6HFWLRQ�����DQG�&KDSWHU���

���� $/7(51$7,9(6�127
6(/(&7('�)25�'(7$,/('
$1$/<6,6

6RPH�RI�WKH�IROORZLQJ�DOWHUQDWLYHV�ZHUH
FRQVLGHUHG��EXW�DUH�QRW�VHOHFWHG�IRU�GHWDLOHG
DQDO\VLV�EHFDXVH�WKH\�IDOO�ZLWKLQ�WKH
GHFLVLRQ�VSDFH�RI�WKH�DOWHUQDWLYHV�WKDW�DUH
DQDO\]HG�LQ�GHWDLO�DQG�WKXV�GR�QRW
UHSUHVHQW�VHSDUDWH�RU�GLVWLQFW�FRXUVHV�RI
DFWLRQ���,Q�RWKHU�ZRUGV��PDQ\�RI�WKHVH
FRPSRQHQWV�DUH�LQFRUSRUDWHG�LQ�WKH
DOWHUQDWLYHV�DQDO\]HG�LQ�GHWDLO���2WKHU

DOWHUQDWLYHV�ZHUH�QRW�FRQVLGHUHG�UHDVRQDEOH
RU�IHDVLEOH�DQG��WKHUHIRUH��ZHUH�QRW�VHOHFWHG
IRU�GHWDLOHG�DQDO\VLV�

������ /DQG�$FTXLVLWLRQ�$OWHUQDWLYHV

6HYHUDO�DOWHUQDWLYH�PHWKRGV�IRU
WUDQVIHUULQJ�WKH�+HDGZDWHUV�)RUHVW�DQG�
SRWHQWLDOO\��RWKHU�3$/&2�WLPEHUODQGV��LQWR
SXEOLF�RZQHUVKLS�ZHUH�FRQVLGHUHG�EXW�DUH
QRW�LQFOXGHG�IRU�GHWDLOHG�DQDO\VLV�LQ�WKH
(,6�(,5�EHFDXVH�QRQH�RI�WKH�DFTXLVLWLRQ
DOWHUQDWLYHV��ZLWK�WKH�H[FHSWLRQ�RI�WKH
DOWHUQDWLYH�SURYLGLQJ�IRU�DQ�H[FKDQJH�RI
IHGHUDO�DQG�VWDWH�ODQGV�DQG�RWKHU�DVVHWV�
ZRXOG�KDYH�DQ�HIIHFW�RQ�WKH�HQYLURQPHQW�
DQG��WKHUHIRUH��GR�QRW�UHTXLUH
HQYLURQPHQWDO�DQDO\VLV�LQ�WKH�(,5�(,6�
7KH�DFTXLVLWLRQ�DOWHUQDWLYHV�FRQVLGHUHG�DUH
����DFTXLVLWLRQ�RI�3$/&2�ODQGV�WKURXJK�D
WUDQVIHU�RI�IHGHUDO�DQG�VWDWH�SURSHUW\�DQG
DVVHWV�WR�3$/&2������FRQWULEXWLRQ�RI�SULYDWH
IXQGV�WR�ILQDQFH�WKH�DFTXLVLWLRQ������SDVVDJH
RI�D�&DOLIRUQLD�VWDWH�ERQG�WR�ILQDQFH�WKH
DFTXLVLWLRQ������D�§GHEW�IRU�QDWXUH¨�VZDS�
DQG�����FDVK�SD\PHQW�

3D\PHQW�IRU�+HDGZDWHUV�)RUHVW�DQG
SRWHQWLDOO\�RWKHU�3$/&2�ODQGV�WKURXJK�D
WUDQVIHU�RI�IHGHUDO�DQG�VWDWH�SURSHUW\�DQG
DVVHWV�WR�WKH�FRPSDQ\�ZDV�FRQWHPSODWHG
XQGHU�WKH������$JUHHPHQW�EHWZHHQ�WKH
VWDWH�DQG�IHGHUDO�JRYHUQPHQWV��0$;;$0
DQG�3$/&2���+RZHYHU��3$/&2
VXEVHTXHQWO\�UHMHFWHG�DOO�RI�WKH�SURSHUWLHV
DQG�DVVHWV�RIIHUHG�E\�WKH�IHGHUDO�DQG�VWDWH
JRYHUQPHQWV���7KHUHIRUH��WKH�OHDG�DJHQFLHV
KDYH�GHWHUPLQHG�WKDW�WKLV�DOWHUQDWLYH�LV�QRW
IHDVLEOH�DQG�LW�KDV�EHHQ�HOLPLQDWHG�IURP
GHWDLOHG�DQDO\VLV�LQ�WKH�(,5�(,6�

1R�VRXUFH�RI�SULYDWH�IXQGLQJ�KDV�EHHQ
LGHQWLILHG�WKDW�ZRXOG�HQDEOH�DFTXLVLWLRQ�RI
WKH�+HDGZDWHUV�)RUHVW���7KXV�WKH�OLNHOLKRRG
RI�WKLV�DFTXLVLWLRQ�PHWKRG�EHLQJ�HPSOR\HG
LV�YHU\�UHPRWH�DQG�VSHFXODWLYH�

6LPLODUO\��VHYHUDO�UHFHQW�DWWHPSWV�WR
DFTXLUH�WKH�+HDGZDWHUV�)RUHVW�WKURXJK
SDVVDJH�RI�D�ERQG�E\��&DOLIRUQLD�YRWHUV�KDYH
IDLOHG�LQ�UHFHQW�\HDUV�DQG�QRQH�LV�FXUUHQWO\
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SURSRVHG���7KXV�WKH�OLNHOLKRRG�RI�WKLV
DFTXLVLWLRQ�PHWKRG�EHLQJ�HPSOR\HG�LV�DOVR
YHU\�UHPRWH�DQG�VSHFXODWLYH�

$�§GHEW�IRU�QDWXUH�VZDS¨�KDV�EHHQ�UDLVHG�DV
DQ�DOWHUQDWLYH�PHDQV�RI��DFTXLULQJ�WKH
+HDGZDWHUV�)RUHVW�DQG��SRWHQWLDOO\��RWKHU
WLPEHUODQGV�RQ�3$/&2ªV�SURSHUW\���7KH
FRQFHSW�IRU�WKLV�VZDS�LQYROYHV�WKH
JRYHUQPHQW�UHFHLYLQJ�3$/&2�SURSHUW\
ZLWK�ROG�JURZWK�UHGZRRGV�LQ�H[FKDQJH�IRU
SD\PHQWV�WKH�JRYHUQPHQW�KDV�DOUHDG\
PDGH�WR�VDYLQJV�DQG�ORDQ�GHSRVLWRUV�
6SHFLILFDOO\��)',&�Y��+XUZLW]��&$+��������
�6�'���7H[���DQG�,Q�WKH�0DWWHU�RI�8QLWHG
6DYLQJV�$VVRFLDWLRQ�RI�7H[DV�DQG�8QLWHG
)LQDQFLDO�*URXS��,QF���HW�DO���276�$3�������
DUH�VHSDUDWH�PDWWHUV�ZLWKLQ�WKH�SXUYLHZ�RI
WKH�)HGHUDO�'HSRVLW�,QVXUDQFH�&RUSRUDWLRQ
�)',&��DQG�WKH�2IILFH�RI�7KULIW�6XSHUYLVLRQ
�276��DQG�DUH�WKH�VXEMHFW�RI�RQJRLQJ
OLWLJDWLRQ���$�GHFLVLRQ�WR�SXUVXH�D�GHEW�IRU
QDWXUH�VZDS�ZRXOG�IDOO�XQGHU�WKH
LQGHSHQGHQW�MXULVGLFWLRQ�RI�)',&�DQG�276�
LV�VSHFXODWLYH��DQG�ZRXOG�EH�RXWVLGH�WKH
MXULVGLFWLRQ�RI�WKH�GHFLVLRQ�PDNLQJ�DJHQFLHV
LQYROYHG�LQ�WKH�SURSRVHG�DFWLRQ���)RU�WKHVH
UHDVRQV��WKH�§GHEW�IRU�QDWXUH¨�DFTXLVLWLRQ
DOWHUQDWLYH�LV�QRW�FRQVLGHUHG�IHDVLEOH�DW�WKLV
WLPH���,Q�DGGLWLRQ��OLNH�PRVW�RI�WKH�RWKHU
DFTXLVLWLRQ�DOWHUQDWLYHV�FRQVLGHUHG�DERYH�
WKH�§GHEW�IRU�QDWXUH¨�DOWHUQDWLYH�ZRXOG�QRW
DIIHFW�WKH�HQYLURQPHQW���$�§GHEW�IRU�QDWXUH¨
VZDS�IRU�3$/&2�SURSHUW\��LI�LW�EHFRPHV
IHDVLEOH�LQ�WKH�IXWXUH��FDQ�EH�SXUVXHG
LQGHSHQGHQWO\�RI�WKH�SURSRVHG�DFWLRQV�

)RU�WKH�UHDVRQV�DERYH�DQG�LQ�FRQVLGHUDWLRQ
RI�WKH�SURYLVLRQV�RI�3/��������DQG�$%������
LW�DSSHDUV�WKDW�SXUFKDVH�WKURXJK�FDVK
SD\PHQW�LV�WKH�PRVW�OLNHO\�PHDQV�RI
DFTXLULQJ�WKH�+HDGZDWHUV�)RUHVW�

������ ,QFUHDVHG�0LG�WHUP�+DUYHVW
$OWHUQDWLYH

$Q�LQLWLDOO\�FRQVLGHUHG�DOWHUQDWLYH�KDG
KLJKHU�DPRXQWV�RI�PLGWHUP�WLPEHU
SURGXFWLRQ�DQG�QDUURZHU�ULSDULDQ�EXIIHUV
WKDQ�LQ�WKH�3URSRVHG�$FWLRQ���,Q�DGGLWLRQ�

WKLV�DOWHUQDWLYH�KDUYHVWHG�DOO�PDUEOHG
PXUUHOHW�KDELWDW�RQ�3$/&2�SURSHUW\
�H[FOXGLQJ�WKH�+HDGZDWHUV�5HVHUYH����7KLV
DOWHUQDWLYH�ZDV�LQLWLDOO\�GHYHORSHG�WR
GHWHUPLQH�SRWHQWLDO�XSSHU�UDQJHV�WR�WLPEHU
SURGXFWLRQ�RQ�WKH�RZQHUVKLS���5LSDULDQ
EXIIHUV�ZHUH�����IHHW�IRU�&ODVV�,�VWUHDPV
DQG����IHHW�IRU�&ODVV�,,�VWUHDPV���7KH�LQLWLDO
WLPEHU�SURGXFWLRQ�PRGHOLQJ�LQGLFDWHG
SRWHQWLDO�YROXPHV�XS�WR�DERXW����SHUFHQW
KLJKHU�WKDQ�WKH�SURSRVHG�DFWLRQ���)XUWKHU
HYDOXDWLRQ��KRZHYHU��LQGLFDWHG�WKDW�WKLV
DOWHUQDWLYH�FRXOG�QRW�EH�LPSOHPHQWHG
EHFDXVH�LW�PLJKW�FRQIOLFW�ZLWK�WKH
UHTXLUHPHQWV�RI�WKH�IHGHUDO�(6$�DQG�VWDWH
)35V�IRU�6<3V�ZLWK�UHVSHFW�WR�SURWHFWLRQ�RI
ILVK��ZLOGOLIH��DQG�ZDWHUVKHGV��)35���������
)RU�H[DPSOH��WKLV�DOWHUQDWLYH�ZRXOG�KDYH
UHVXOWHG�LQ�LQFUHDVHG�OHYHOV�RI�WLPEHU
KDUYHVW�LQ�WKH�ILYH�ZDWHUVKHGV�WKDW�&')
KDV�GHWHUPLQHG�DUH�VLJQLILFDQWO\
FXPXODWLYHO\�LPSDFWHG�GXH�WR�VHGLPHQW�
$GGLWLRQDOO\��SUHOLPLQDU\�DQDO\VLV�RI
PDUEOHG�PXUUHOHW�SRSXODWLRQV�FRPSOHWHG
DIWHU�LQLWLDO�FRQVLGHUDWLRQ�RI�WKLV�DOWHUQDWLYH
LQGLFDWHG�WKDW�KDUYHVWLQJ�����SHUFHQW�RI�WKH
KDELWDW�RXWVLGH�WKH�+HDGZDWHUV�5HVHUYH
FRXOG�KDYH�VLJQLILFDQW�DGYHUVH�HIIHFWV�RQ�WKH
SRSXODWLRQ�LQ�WKLV�DUHD���&RQVHTXHQWO\��WKLV
DOWHUQDWLYH�ZDV�FRQVLGHUHG��QRW�UHDVRQDEOH
DQG�ZDV�HOLPLQDWHG�IURP�GHWDLOHG�DQDO\VLV
XQGHU�WKH�(,6�(,5�

������ 3UH�3$/&2�0DQDJHPHQW�$OWHUQDWLYH

0DQ\�VFRSLQJ�FRPPHQWV�LQGLFDWHG�WKDW
3$/&2�VKRXOG�PDQDJH�LWV�ODQGV�DV�WKH\
ZHUH�PDQDJHG�EHIRUH�0$;;$0ªV�SXUFKDVH�
7KH�SULPDU\�FRPSRQHQWV�RI�WKLV�DOWHUQDWLYH�
L�H���QRW�XVLQJ�HYHQ�DJHG�VLOYLFXOWXUDO
V\VWHPV��H�J���FOHDUFXWWLQJ��RQ�ROG�JURZWK
UHGZRRG��XVLQJ�PRUH�SDUWLDO�FXWWLQJ
VLOYLFXOWXUDO�SUHVFULSWLRQV��DQG�ORZHU
RYHUDOO�WLPEHU�KDUYHVW�UDWHV��DUH�FRQWDLQHG
LQ�DOWHUQDWLYHV�WKDW�DUH�H[DPLQHG�LQ�GHWDLO�
LQ�SDUWLFXODU��$OWHUQDWLYHV���DQG��
LQFRUSRUDWH�WKHVH�FRPSRQHQWV�
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������ )RUHVW�3URGXFWV�&HUWLILFDWLRQ
0DQDJHPHQW�$OWHUQDWLYH

6HYHUDO�VFRSLQJ�FRPPHQWV�VXJJHVWHG�WKDW
3$/&2�EH�UHTXLUHG�WR�PDQDJH�LWV�ODQGV
XQGHU�VRPH�IRUP�RI�WKLUG�SDUW\�IRUHVW
SURGXFW�FHUWLILFDWLRQ�SURFHGXUH���:KLOH�WKH
DJHQFLHV�KDYH�QR�DXWKRULW\�WR�UHTXLUH�VXFK
PDQDJHPHQW��LW�LV�FRQVLGHUHG�LQ�$OWHUQDWLYH
����2QH�SODQ��WKH�+HDGZDWHUV�)RUHVW
6WHZDUGVKLS�3ODQ��7UHHV�)RXQGDWLRQ��������
ZDV�UHOHDVHG�DIWHU�WKH�IRUPDO�VFRSLQJ
SHULRG���7KDW�SODQ�LQFOXGHG�VXJJHVWHG
PDQDJHPHQW�SURFHGXUHV�FRQVLVWHQW�ZLWK
WKLUG�SDUW\�IRUHVW�SURGXFW�FHUWLILFDWLRQ�IRU
DSSUR[LPDWHO\��������DFUHV���7KHVH
PDQDJHPHQW�SUHVFULSWLRQV�LQFOXGHG
SURWHFWLRQ�RI�FRUH�KDELWDW�DUHD��KDELWDW
UHFRYHU\�]RQHV�WKDW�VXUURXQGHG�DQG
FRQQHFWHG�WKH�FRUH�KDELWDW�DUHDV��DQG
VLQJOH�WUHH�VHOHFWLRQ�VLOYLFXOWXUDO
SUHVFULSWLRQV�OHDYLQJ�OHJDF\�WUHHV�RQ�D
IRUHVW�PDQDJHPHQW�FRPSRQHQW�RI�WKH
ODQGVFDSH�RXWVLGH�RI�WKH�WZR�SUHYLRXV�]RQHV�
7KH�SULPDU\�FRPSRQHQWV�RI�WKLUG�SDUW\
IRUHVW�FHUWLILFDWLRQ��L�H���QR�KDUYHVW�RI�ROG�
JURZWK�WLPEHU��SURWHFWLRQ�RI�HQGDQJHUHG
VSHFLHV��DQG�XVH�RI�EHVW�PDQDJHPHQW
SUDFWLFHV�>%03V@�WR�PDLQWDLQ�ZDWHU�TXDOLW\�
DUH�FRQWDLQHG�LQ�DOWHUQDWLYHV�H[DPLQHG�LQ
GHWDLO���,Q�SDUWLFXODU��$OWHUQDWLYH���LQFOXGHV
SURWHFWLRQ�RI�DOO�ROG�JURZWK�DUHDV�DQG�DUHDV
ZLWK�UHVLGXDO�ROG�JURZWK�WUHHV������IRRW
EXIIHUV�DURXQG�DOO�RI�WKHVH�DUHDV��DQG�D
UHVWULFWLYH�VLOYLFXOWXUDO�SUHVFULSWLRQ
�VHOHFWLYH�KDUYHVW�ZLWK�D�WDUJHW�RI�ZLOGOLIH
KDELWDW�UHODWLRQVKLSV�>:+5@����DSSOLHG
DFURVV�WKH�UHPDLQGHU�RI�WKH�ODQGVFDSH�

������ �������DFUH�5HVHUYH�$OWHUQDWLYHV

6RPH�VFRSLQJ�FRPPHQWV�LQGLFDWHG�WKDW
�������DFUHV�RI�3$/&2�ODQGV�HQFRPSDVVLQJ
WKH�ROG�JURZWK�UHGZRRG�JURYHV�EH
WUDQVIHUUHG�WR�1DWLYH�$PHULFDQ�RZQHUVKLS
DQG�PDQDJHPHQW���7KH�HFRORJLFDO�FRQFHSWV
RI�ODQG�PDQDJHPHQW�SURSRVHG�E\�WKHVH
FRPPHQWHUV�DUH�FDSWXUHG�LQ�$OWHUQDWLYHV��
DQG�����,Q�DGGLWLRQ��IHGHUDO�WULEDO�WUXVW

UHVSRQVLELOLWLHV�DUH�DGGUHVVHG�DV�SDUW�RI�WKH
(,6�(,5�

7KH�DJHQFLHV�FRQVLGHUHG�DQ�DOWHUQDWLYH�WKDW
VHW�DVLGH�D��������DFUH�+HDGZDWHUV
5HVHUYH��UHTXLUHG�D�WKLUG�SDUW\�IRUHVW
SURGXFWV�FHUWLILFDWLRQ��KDUYHVWHG�QR�ROG
JURZWK�RU�UHVLGXDO�ROG�JURZWK��DQG�DSSOLHG
3$/&2ªV�VHOHFWLYH�KDUYHVW�ZLWK�D�WDUJHW�RI
D�:+5���VLOYLFXOWXUDO�SUHVFULSWLRQ�RQ�WKH
UHPDLQGHU�RI�WKH�SURSHUW\���(OHPHQWV�RI�WKLV
DOWHUQDWLYH�DUH�H[DPLQHG�LQ�RWKHU
DOWHUQDWLYHV�WKDW�DUH�UHFHLYLQJ�GHWDLOHG
DQDO\VLV���,Q�SDUWLFXODU��$OWHUQDWLYHV���DQG
��LQFRUSRUDWH�DOO�RI�WKHVH�FRPSRQHQWV�

���� $/7(51$7,9(6
&216,'(5('�,1�'(7$,/

)RXU�DOWHUQDWLYHV��LQFOXGLQJ�RQH
VXEDOWHUQDWLYH��ZHUH�FRQVLGHUHG�LQ�GHWDLO�
$OWHUQDWLYH����1R�$FWLRQ�1R�3URMHFW��ZRXOG
QRW�LPSOHPHQW�DQ�+&3��,73��6<3��RU�ODQG
DFTXLVLWLRQ�DQG�WUDQVIHU���7KLV�DOWHUQDWLYH
UHSUHVHQWV�WKH�H[LVWLQJ�DQG�DVVXPHG�IXWXUH
FRQGLWLRQV�ZLWK�ZKLFK�WKH�RWKHU
DOWHUQDWLYHV�DUH�FRPSDUHG���$OWHUQDWLYHV��
WKURXJK���UHSUHVHQW�GLIIHUHQW�PHDQV�RI
VDWLVI\LQJ�WKH�SXUSRVHV�DQG�QHHGV�RI�WKH
SURSRVHG�DFWLRQ�DQG�UHVSRQVHV�WR�SXEOLF
FRPPHQWV���%HFDXVH�WKHUH�DUH�VHYHUDO
FKDQJHV�LQ�ODQG�RZQHUVKLS��GLIIHUHQW
5HVHUYH�VL]HV��DQG�QXPHURXV�FRPSRQHQWV�RI
WKH�+&3�DQG�6<3��DQG�EHFDXVH�WKHVH�LWHPV
YDU\�LQ�GLIIHUHQW�FRPELQDWLRQV�EHWZHHQ
DOWHUQDWLYHV��WZR�VHWV�RI�ILJXUHV�DQG�WZR
WDEOHV�DUH�SUHVHQWHG�WKDW�VXPPDUL]H�WKH
DOWHUQDWLYHV���)LJXUHV������D�WR������G
SUHVHQW�PDSV�RI�WKH�3$/&2��(ON�5LYHU
7LPEHU�&RPSDQ\��DQG�5HVHUYH�ERXQGDULHV
E\�DOWHUQDWLYH���)LJXUHV������D�WR������F
SUHVHQW�D�JUDSKLFDO�UHSUHVHQWDWLRQ�RI�ODQG
DFTXLVLWLRQ�DQG�WUDQVIHU�E\�DOWHUQDWLYH�
)LJXUH������D�DQG�E�SUHVHQW�GLDJUDPPDWLF
VNHWFKHV�RI�ULSDULDQ�PDQDJHPHQW�]RQHV
�50=V��IRU�&ODVV�,�DQG�,,�VWUHDPV�IRU
$OWHUQDWLYHV�����D��DQG�����)LJXUH������
VKRZV�WKH�ORFDWLRQ�RI�WKH�PDUEOHG�PXUUHOHW
FRQVHUYDWLRQ�DUHDV��00&$V��IRU�WKH
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SURSRVHG�+&3���)LJXUHV������D��E��F��DQG�G
VKRZ�WKH�QR�KDUYHVW�DUHDV�DVVRFLDWHG�ZLWK
$OWHUQDWLYHV�����D�����DQG����UHVSHFWLYHO\�
1R�PDS�LV�VKRZQ�IRU�QR�KDUYHVW�DUHDV
XQGHU�$OWHUQDWLYH���EHFDXVH�WKHLU�H[DFW
ORFDWLRQ�LV�YDULDEOH�RU�XQNQRZQ���7KH
SRWHQWLDO�50=V�XQGHU�$OWHUQDWLYH���DUH
YDULDEOH��DGGLWLRQDOO\�WKH�H[DFW�ORFDWLRQ�RI
QR�KDUYHVW�DUHDV�DVVRFLDWHG�ZLWK�PDUEOHG
PXUUHOHWV�LQ�UHVLGXDO�UHGZRRG�DV�ZHOO�DV�IRU
QRUWKHUQ�VSRWWHG�RZOV�DUH�XQNQRZQ���7DEOH
������SUHVHQWV�5HVHUYH�DFUHDJH��QR�WLPEHU
KDUYHVW�DFUHDJH��DQG�SURSHUW\�FKDQJHV�E\
DOWHUQDWLYH���7DEOH�������SUHVHQWV�VRPH�RI
WKH�SULPDU\�FRPSRQHQWV�RI�WKH�6<3�DQG
+&3�E\�DOWHUQDWLYH�

7KH�DOWHUQDWLYHV�ZHUH�GHYHORSHG�WR�H[DPLQH
D�UDQJH�RI�LQFLGHQWDO�WDNH�DQG�PLWLJDWLRQ
IRU�IHGHUDOO\�OLVWHG�VSHFLHV�ZKLOH�VWLOO
SURYLGLQJ�VXVWDLQDEOH�DQG�YLDEOH
SRSXODWLRQV�RI�WKH�VSHFLHV��DV�ZHOO�DV�D
YLDEOH�WLPEHU�SURGXFWLRQ�EXVLQHVV���7KH
DOWHUQDWLYHV�YDU\�LQ�5HVHUYH�VL]H�DQG�WKH
OHYHO�RI�SURWHFWLRQ�SURYLGHG�WR�ROG�JURZWK
UHGZRRG�IRUHVWV�DQG�JHQHUDO�KDELWDW
SUHVHUYDWLRQ�DQG�UHVWRUDWLRQ��7DEOH��������
$OWHUQDWLYH����3URSRVHG�$FWLRQ�3URSRVHG
3URMHFW��DOVR�KDV�D�VXEDOWHUQDWLYH�WKDW
H[FOXGHV�WKH�(ON�5LYHU�7LPEHU�&RPSDQ\
ODQGV��7DEOH����������7KLV�VXEDOWHUQDWLYH
ZDV�FRQVLGHUHG�EHFDXVH�DJUHHPHQW�PLJKW
QRW�EH�UHDFKHG�IRU�WKH�SXUFKDVH�RI�WKH�(ON
5LYHU�7LPEHU�&RPSDQ\�ODQGV�ZKRVH�RZQHUV
ZHUH�QRW�VLJQDWRULHV�WR�WKH�RULJLQDO
6HSWHPEHU�����������$JUHHPHQW�

7KH�ZLGWK�RI�ULSDULDQ�EXIIHUV�DQG
PDQDJHPHQW�DFWLYLWLHV�DOORZHG�WKHUHLQ�YDU\
DPRQJ�WKH�DOWHUQDWLYHV�DQG�SURYLGH
GLIIHULQJ�OHYHOV�RI�SURWHFWLRQ�DQG�UHVWRUDWLRQ
SRWHQWLDO�WR�WKH�ULSDULDQ�DQG�DTXDWLF
HQYLURQPHQW��7DEOH����������:KHWKHU
VDOYDJH�ORJJLQJ�LQ�PDUEOHG�PXUUHOHW�KDELWDW
LV�DOORZHG�DOVR�YDULHV�E\�DOWHUQDWLYH��7DEOH
�������

7KH�W\SHV�RI�WLPEHU�KDUYHVW�DFWLYLW\�WKDW
FDQ�RFFXU�ZLWKLQ�EXIIHUV�RU�RQ�WKH�SURSHUW\

UHODWH�WR�WKH�����VLOYLFXOWXUDO�SUHVFULSWLRQV
FRQWDLQHG�LQ�3$/&2ªV�6<3�DQG�XVHG�LQ�LWV
WLPEHU�SURGXFWLRQ�PRGHO���7KH�PD[LPXP
GLVWXUEDQFH�LQGH[�SHU�:$$�OLPLWV�WKH
DPRXQW�RI�WLPEHU�KDUYHVW�WKDW�FDQ�RFFXU�LQ
D�JLYHQ�GHFDGH��7DEOH����������,I�DQ
DOWHUQDWLYH�LV�UHVWULFWHG�WR�DOO�VHOHFWLRQ
KDUYHVW�LW�LQGLFDWHV�WKDW�HYHQ�DJHG
VLOYLFXOWXUDO�SUHVFULSWLRQV��H�J��
FOHDUFXWWLQJ��DUH�QRW�DOORZHG��7DEOH��������
7KH�DPRXQW�RI�IRUHVW�KDELWDW�GLYHUVLW\�SHU
:$$�DQG�SURSHUW\�ZLGH�SURYLGHV�GLIIHULQJ
OHYHOV�RI�QRQ�ROG�JURZWK�IRUHVW�KDELWDW
�7DEOH����������$OO�WKH�FRPSRQHQWV�RI�WKH
DOWHUQDWLYHV�OLVWHG�DERYH�FDQ�DIIHFW�WKH�ORQJ�
WHUP�VXVWDLQHG�\LHOG��/76<��RI�3$/&2ªV
SURSHUW\���)RUHVW�KDELWDW�GLYHUVLW\�E\�:$$
DQG�SURSHUW\�ZLGH��PD[LPXP�GLVWXUEDQFH
LQGH[�SHU�:$$��IRUHVW�KDELWDW�GLYHUVLW\�SHU
:$$�DQG�IRUHVW�ZLGH��DQG�DOORZHG
VLOYLFXOWXUDO�SUHVFULSWLRQV�DUH�VSHFLILF
FRPSRQHQWV�RI�3$/&2ªV�WLPEHU�SURGXFWLRQ
PRGHO���7KRXJK�WKHVH�FRPSRQHQWV�RI�WKH
WLPEHU�PRGHO�YDU\�VRPHZKDW�DPRQJ
DOWHUQDWLYHV�DQG�DIIHFW�WLPEHU�YROXPH
SURMHFWLRQV��WKH\�DUH�SULPDULO\�PRGHOLQJ
FRQVWUDLQWV�

������ $OWHUQDWLYH����1R�$FWLRQ�1R�3URMHFW�

7KLV�DOWHUQDWLYH�ZDV�GHYHORSHG�WR�HYDOXDWH
WKH�FRQGLWLRQV�UHODWHG�WR�1R�$FWLRQ�RU�1R
3URMHFW��VHH�)LJXUH������D�DQG�7DEOHV������
DQG����������7KH�1R�$FWLRQ�1R�3URMHFW
DOWHUQDWLYH�H[DPLQHV�WKH�FRQVHTXHQFHV�RI
QRW�SURFHHGLQJ�ZLWK�WKH�+HDGZDWHUV
$JUHHPHQW��WKH�ODQG�WUDQVIHUV��WKH�+DELWDW
&RQVHUYDWLRQ�3ODQ��WKH�,QFLGHQWDO�7DNH
3HUPLWV��WKH�6XVWDLQHG�<LHOG�3ODQ�DQG�WKH
�����$JUHHPHQW���7KH�ODQG�LQYROYHG�LV
FXUUHQWO\�RZQHG�E\�7KH�3DFLILF�/XPEHU
&RPSDQ\�DQG�LWV�VXEVLGLDULHV���3$/&2�LV�LQ
WKH�EXVLQHVV�RI�WLPEHU�DQG�IRUHVW�SURGXFW
SURGXFWLRQ��DQG�LW�FDQ�EH�H[SHFWHG�WKDW�WKH
FRPSDQ\�ZRXOG�FRQWLQXH�WR�XVH�WKH�ODQGV
IRU�WKLV�SXUSRVH���,Q�WKLV�EXVLQHVV�WKH\
ZRXOG�IDFH�FRQVWUDLQWV�IURP�WKH�QHHG�WR
FRPSO\�ZLWK�WKH�)RUHVW�3UDFWLFH�$FW�DQG
RWKHU�VWDWH�DQG�IHGHUDO�ODZV��LQFOXGLQJ�WKH
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PALCO
5,739  Acres  to

Headwaters Reserve
(Including Headwaters

Forest and
Elk Head Forest)

PALCO
211,799 Acres

Headwaters Reserve
(Federal and State

Ownership)
7,503 Acres

PALCO
209,834  Acres

Federal Government
Assets

$250 Million to PALCO and Elk
River Timber Company

State of California
Assets

$130 Million in cash
to PALCO and Elk River

Timber Company

Exchanged Elk River
Property

 7,704 Acres
 to PALCO

Elk River Timber
Company
9,468 Acres

Preserved Elk River
Property

1,764 Acres to
Headwaters Reserve

* All acreages and values are approximate

Figure 2.5-2a.    Alternatives 2 and 3 Land Acquisition and Asset Exchange*



PALCO
5,739  Acres  to

Headwaters Reserve
(Including Headwaters

Forest and
Elk Head Forest)

PALCO
204,095  Acres

Headwaters Reserve
(Federal and State

Ownership)
5,739 Acres

PALCO
209,834  Acres

Federal Government
Assets

$250 Million to PALCO

State of California
Assets

$130 Million in cash
to PALCO

* All acreages and values are approximate.  Additionally, Alternative 2a does not include the Elk River Timber Company lands.

Figure 2.5-2b.    Alternative 2a Land Acquisition and Asset Exchange*



PALCO
58,996  Acres  to

Headwaters Reserve
(Including Headwaters

Forest and
Elk Head Forest)

PALCO
150,838 Acres

Headwaters Reserve
(Federal and State

Ownership)
63,673 Acres

PALCO
209,834 Acres

Federal Government
Assets

$250 Million to PALCO
and to Elk River Timber Company

plus other unknown assets*

State of California
Assets

$130 Million in cash
to PALCO and Elk River

Timber Company
plus other unknown

assets*

Elk River Timber Company
4,791 Acres

Elk River Timber
Company
9,468 Acres

Preserved Elk River
Property

4,677 Acres  to
Headwaters Reserve

* All acreages and values are approximate. Additionally, assets for Alternative 4 include all the assets in Alternatives 2 and
  3; however, the availability of specific funds for the additional 50,000-plus acres of PALCO land for the
  Reserve are unknown.

Figure 2.5-2c.   Alternative 4  Land Acquisition and Asset Exchange*





Figure 2.5-3b .
Diagrammatic View  of Minimum 100-foot-wide Class II Riparian Management Zone (Default Strategy). Alternatives 2, 2a, and 4,

 Immediately After Timber Harvest.

Not to Scale
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Figure 2.5-5b.  No-harvest Areas on PALCO Lands and Reserve - Alternative 2a
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Figure 2.5-5c.  No-harvest Areas on PALCO Lands and Reserve - Alternative 3
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Figure 2.5-5d.  No-harvest Areas on PALCO Lands and Reserve - Alternative 4
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Table 2.5-1.   Acreage, No-harvest Acreage, and Property Changes by Alternative (not
including riparian zones)

Alt 1
No Action/ No
Project

Alt 2
Proposed
Action/
Proposed
Project

Alt 2a
No Elk River
Property

Alt 3
Property-wide
Selective
Harvest

Alt 4
63,000-acre
No-harvest
Public
Reserve

Public Reserve
acreage

None 7,503 5,739 7,503 63,673

PALCO acreage in
Public Reserve

None 5,739 5,739 5,739 58,996

ERTC1/ acreage in
Public Reserve

None 1,764 None 1,764 4,677

PALCO acreage in
no timber harvest
marbled murrelet
habitat

11,9352/ 7,5213/ 7,5213/ 22,442

Plus 600-foot
buffers around
stands

None

ERTC1/ land
Transferred to
PALCO

None 7,704 None 7,704 None

1/ ERTC = Elk River Timber Company

2/ Includes all old-growth redwood and about 7,086 acres of residual old growth that was modeled as occupied by marbled murrelets in
this alternative.  Also includes old-growth redwood in Headwaters and Elk Head Springs forests.  The acreage does not include
riparian areas outside of old growth.

3/ Includes total acreage of marbled murrelet conservation areas (MMCAs) without Owl Creek MMCA.  See Table 3.9-2.

Source:  Foster Wheeler Environmental Corporation, 1998

)HGHUDO�DQG�&DOLIRUQLD�HQGDQJHUHG�VSHFLHV
DFWV���8QGHU�WKLV�DOWHUQDWLYH��3$/&2�ZRXOG
QRW�LPSOHPHQW�DQ�+&3��DQG�):6�DQG
10)6�ZRXOG�QRW�LVVXH�,73V���$GGLWLRQDOO\�
3$/&2�ZRXOG�QRW�LPSOHPHQW�D�6<3��QRU
ZRXOG�D�6<3�EH�DSSURYHG�E\�&')�

7KH�5HVHUYH�ZRXOG�QRW�EH�HVWDEOLVKHG�DQG
WUDQVIHUUHG�WR�SXEOLF�RZQHUVKLS���7KH
+HDGZDWHUV�)RUHVW�DQG�(ON�+HDG�6SULQJV
)RUHVW�ZRXOG�UHPDLQ�3$/&2ªV�SURSHUW\�
6HFRQG�JURZWK�DUHDV�QH[W�WR�WKH�ROGHU
IRUHVW�LQ�WKH�+HDGZDWHUV�DQG�(ON�+HDG
6SULQJV�IRUHVWV�ZRXOG�EH�DYDLODEOH�IRU
WLPEHU�KDUYHVW���7KH�DSSUR[LPDWHO\������
DFUHV�RI�(ON�5LYHU�7LPEHU�&RPSDQ\
SURSHUW\�ZRXOG�UHPDLQ�LQ�WKH�FRPSDQ\ªV
RZQHUVKLS�DQG�EH�DYDLODEOH�IRU�WLPEHU
KDUYHVW���7KH�������DFUHV�RI�SUHVHUYHG�(ON
5LYHU�SURSHUW\�ZRXOG�QRW�EHFRPH�SDUW�RI�WKH
+HDGZDWHUV�5HVHUYH�DQG�WKH�������DFUHV�RI
H[FKDQJHG�(ON�5LYHU�SURSHUW\�ZRXOG�QRW�EH
WUDQVIHUUHG�WR�WKH�IHGHUDO�JRYHUQPHQW�DQG

WKHQ�WR�3$/&2���1R�VWDWH�RU�IHGHUDO�DVVHWV
ZRXOG�EH�H[SHQGHG�RQ�SURSHUW\�DFTXLVLWLRQ�

2WKHU�FRPSRQHQWV�RI�WKLV�DOWHUQDWLYH
LQFOXGH�D�PD[LPXP�GLVWXUEDQFH�LQGH[�RI���
SHUFHQW�SHU�:$$���$�V\VWHPDWLF�URDG�
DUPRULQJ�SURJUDP�ZRXOG�QRW�EH�LQVWLWXWHG
RQ�WKH�SURSHUW\��QRU�ZRXOG�D�VQDJ
SURWHFWLRQ�DQG�UHFUXLWPHQW�SURJUDP�

,I�QRQH�RI�WKH�DFWLRQV�SURSRVHG�LQ�WKLV
GRFXPHQW�DUH�WDNHQ��3$/&2ªV�DFWLYLWLHV
ZRXOG�EH�VXEMHFW�WR�H[LVWLQJ�IHGHUDO�DQG
VWDWH�ODZV��LQFOXGLQJ�WKH�(6$��&(6$��DQG
)3$���3$/&2�ZRXOG�FRQGXFW�WLPEHU
KDUYHVW�RQ�LWV�ODQGV�RQ�D�7+3�E\�7+3�EDVLV
XQGHU�)RUHVW�3UDFWLFH�5XOHV�LQ�D�PDQQHU
VLPLODU�WR�SUHVHQW�RSHUDWLRQV���7KRVH�7+3V
ZRXOG�EH�UHYLHZHG�E\�&')�XQGHU�H[LVWLQJ
DXWKRULWLHV���(DFK�IXWXUH�7+3�ZRXOG�EH
LQGLYLGXDOO\�DQDO\]HG��VXEMHFW�WR�DQ
DSSURYHG�2SWLRQ�$�3ODQ�DV�UHTXLUHG�E\�WKH
)35V��WR�GHWHUPLQH�WKH�SRWHQWLDO�IRU�WDNH�RI
OLVWHG�VSHFLHV�DQG�PLWLJDWLRQ�DSSOLHG��LI
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Table 2.5-2. Some SYP and HCP Components by Alternative
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QHFHVVDU\��WR�DYRLG�WDNH���,Q�DGGLWLRQ�
3$/&2�FRXOG�EH�H[SHFWHG�WR�FRQWLQXH
DFWLYLWLHV�VXEMHFW�WR�)LVK�DQG�*DPH�&RGH
6HFWLRQ������RQ�DQ�LQGLYLGXDO��VHSDUDWH
DJUHHPHQW�E\�DJUHHPHQW�EDVLV�

)RU�WKH�SUHVHQW�DQDO\VLV��WKH�VXVWDLQDELOLW\
UHTXLUHPHQWV�IRU�LQGLYLGXDO�7+3V�ZRXOG�EH
ZLWKLQ�WKH�FRQVWUDLQWV�RI�WKH�SURSRVHG�6<3�
,W�LV�DOVR�DVVXPHG�IRU�WKH�SXUSRVH�RI�WKLV
DQDO\VLV�WKDW�WKHUH�FRXOG�EH�KDUYHVW�LQ�ROG�
JURZWK�UHGZRRG�JURYHV�RU�LQ�JURYHV�ZLWK
UHVLGXDO�ROG�JURZWK�UHGZRRG�WUHHV�LI
KDUYHVWLQJ�FRXOG�EH�GRQH�ZLWKRXW�WDNH�RI
PDUEOHG�PXUUHOHWV�DQG�RWKHU�OLVWHG�VSHFLHV�
6SRWWHG�RZOV�ZRXOG�EH�PDQDJHG�XQGHU�WKH
)35V��ZKLFK�DYRLG�WDNH�RI�WKLV�VSHFLHV�
6DOYDJH�ORJJLQJ�ZRXOG�FRQWLQXH��WKRXJK
UHVWULFWLRQV�ZRXOG�RFFXU�LQ�WKH�LPPHGLDWH
YLFLQLW\�RI�&ODVV�,�DQG�,,�VWUHDPV�

7KH�&')�DQG�10)6�DVVXPSWLRQV�IRU
DVVHVVLQJ�HQYLURQPHQWDO�LPSDFWV�WR�DTXDWLF
UHVRXUFHV�XQGHU�WKH�1R�$FWLRQ�1R�3URMHFW
DOWHUQDWLYH�GLIIHU�GXH�GLIIHUHQFHV�LQ
DQDO\VLV�DSSURDFK�UHTXLUHG�E\�&(4$�DQG
1(3$�

&(4$�LPSOHPHQWLQJ�UHJXODWLRQV�UHTXLUH
WKDW�DQ�(,5�GLVFXVV�§WKH�H[LVWLQJ
FRQGLWLRQV��DV�ZHOO�DV�ZKDW�ZRXOG�EH
UHDVRQDEO\�H[SHFWHG�WR�RFFXU�LQ�WKH
IRUHVHHDEOH�IXWXUH�LI�WKH�SURMHFW�ZHUH�QRW
DSSURYHG�����&�&�5��������>G@>�@��¨��&(4$
GRHV�QRW�UHTXLUH�HLWKHU�D�SURMHFWLRQ�LQWR�WKH
ORQJ�WHUP�IXWXUH�WKDW�FRXOG�EH�GHHPHG�WR�EH
VSHFXODWLYH��QRU�GRHV�LW�UHTXLUH�D
TXDQWLWDWLYH�DQDO\VLV�RI�WKH�1R�3URMHFW
DOWHUQDWLYH�IRU�FRPSDULVRQ�ZLWK�WKH�RWKHU
DOWHUQDWLYHV�

,Q�&')
V�YLHZ��D�SURMHFWLRQ�LQWR�WKH�ORQJ�
WHUP�IXWXUH�DVVXPLQJ�WKDW�WKH�SURSRVHG
SURMHFW�LV�QRW�LPSOHPHQWHG��LV�WRR
VSHFXODWLYH�WR�HYDOXDWH���&')�ZRXOG�QRW
KDYH�D�6<3�IURP�3$/&2�UHIOHFWLQJ�DQ
LQWHQW�WR�UHPDLQ�LQ�WKH�WLPEHU�EXVLQHVV�IRU
WKH�ORQJ�WHUP���7KHUH�ZRXOG�EH�D�SXEOLF
RXWFU\�RYHU�WKH�IDLOXUH�RI�WKLV�HIIRUW�WR
SURWHFW�WKH�+HDGZDWHUV�)RUHVW��DQG

UHQHZHG�SUHVVXUHV�FRXOG�EH�H[SHFWHG
RSSRVLQJ�WLPEHU�KDUYHVWLQJ�LQ�WKH�DUHD�
3ROLWLFDO�UHDFWLRQV�FRXOG�EH�SRVVLEOH�LQ
&RQJUHVV�DQG�WKH�&DOLIRUQLD�OHJLVODWXUH�
3$/&2�ZRXOG�OLNHO\�JR�IRUZDUG�ZLWK�LWV
ODZVXLWV�DJDLQVW�WKH��VWDWH�DQG�IHGHUDO
JRYHUQPHQWV���1HZ�SULYDWH�LQYHVWPHQW
GHFLVLRQV�FRXOG�PHDQ�IXQGDPHQWDO�FKDQJHV
IRU�3$/&2�DQG�LWV�KROGLQJV���7KH�VWURQJ�
FRQIOLFWLQJ�SUHVVXUHV�ZRXOG�PDNH�DQ\�ORQJ�
WHUP�SURMHFWLRQV�XQUHDOLVWLF�

$FFRUGLQJO\��WKH�VWDWH�YHUVLRQ�RI�WKH�1R
$FWLRQ�1R�3URMHFW�DOWHUQDWLYH�IRFXVHV�RQ�WKH
QHDU�WHUP�DQG�ZRXOG�EH�EDVHG�RQ�LQGLYLGXDO
7+3V�WKDW�ZRXOG�EH�HYDOXDWHG�RQ�D
FDVH�E\�FDVH�EDVLV���7KH�&')�YHUVLRQ�RI�WKH
1R�$FWLRQ�1R�3URMHFW�DOWHUQDWLYH�GRHV�QRW
DWWHPSW�WR�IRUHFDVW�KRZ�3$/&2ªV�HQWLUH
SURSHUW\�ZRXOG�ORRN�LQ����\HDUV��WKH�WHUP�RI
WKH�SURSRVHG�,73����6LQFH�LW�LV�XQNQRZQ�KRZ
PDQ\�7+3V�WKHUH�ZRXOG�EH��ZKHUH�WKH\
ZRXOG�OLH�JHRJUDSKLFDOO\��DQG�KRZ�WKH\
ZRXOG�GLIIHU�LQ�GHWDLO��QR�TXDQWLWDWLYH
DQDO\VLV�RI�7+3V�KDV�EHHQ�LQFOXGHG�LQ�WKH
(,6�(,5�GLVFXVVLRQ�RI�WKH�&')�YHUVLRQ�RI
WKH�1R�$FWLRQ�1R�3URMHFW�DOWHUQDWLYH�

,Q�&')ªV�YLHZ��WKH�OLNHO\�1R�$FWLRQ�1R
3URMHFW�DOWHUQDWLYH�ZRXOG�FRQVLVW�RI�3$/&2
RSHUDWLQJ�LQ�D�PDQQHU�VLPLODU�WR�FXUUHQW
7+3�SUDFWLFHV�DQG�VXEMHFW�WR�WKH�H[LVWLQJ
UHJXODWRU\�DXWKRULW\�RI�&')���,Q�UHYLHZLQJ
LQGLYLGXDO�7+3V��&')�LV�UHTXLUHG�WR�FRPSO\
ZLWK�WKH�)3$��WKH�)35V��DQG�WKH�&(4$
WKURXJK�LWV�FHUWLILHG�IXQFWLRQDO�HTXLYDOHQW
SURJUDP��VHH�6HFWLRQ����������7KH�VSHFLILF
FULWHULD�IRU�HYDOXDWLQJ�7+3V�FRQWDLQHG�LQ
WKH�)35V�DUH�FRPELQHG�ZLWK�WKH�FDVH�E\
FDVH�HYDOXDWLRQ�RI�HDFK�7+3�IRU�VLJQLILFDQW
HIIHFWV�RQ�WKH�HQYLURQPHQW�IROORZHG�E\
FRQVLGHUDWLRQ�RI�DOWHUQDWLYHV�DQG�PLWLJDWLRQ
PHDVXUHV�WR�VXEVWDQWLDOO\�OHVVHQ�WKRVH
HIIHFWV���8QGHU�&(4$�DQG�WKH�)35V��&')
PXVW�QRW�DSSURYH�D�SURMHFW�LQFOXGLQJ�D�7+3
DV�SURSRVHG�LI�LW�ZRXOG�FDXVH�D�VLJQLILFDQW
HIIHFW�RQ�WKH�HQYLURQPHQW�DQG�WKHUH�LV�D
IHDVLEOH�DOWHUQDWLYH�RU�IHDVLEOH�PLWLJDWLRQ
PHDVXUH�DYDLODEOH�WR�VXEVWDQWLDOO\�OHVVHQ
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WKH�HIIHFW��3�5�&�����������������>G@>�@>$@�
���&�&�5������>D@����$Q�DGYHUVH�HIIHFW�RQ�D
OLVWHG�WKUHDWHQHG�RU�HQGDQJHUHG�VSHFLHV
ZRXOG�EH�D�VLJQLILFDQW�HIIHFW�XQGHU�&(4$�

,Q�DGGLWLRQ��WKH�SUHVHQW�)35V�SURYLGH�WKDW
WKH�'LUHFWRU�RI�&')�VKDOO�GLVDSSURYH�D
WLPEHU�KDUYHVWLQJ�SODQ�DV�QRW�FRQIRUPLQJ�WR
WKH�UXOHV�LI��DPRQJ�RWKHU�WKLQJV��WKH�SODQ
ZRXOG�UHVXOW�LQ�HLWKHU�D�WDNLQJ�RU�D�ILQGLQJ
RI�MHRSDUG\�RI�ZLOGOLIH�VSHFLHV�OLVWHG�DV�UDUH�
WKUHDWHQHG��RU�HQGDQJHUHG�E\�WKH�)LVK�DQG
*DPH�&RPPLVVLRQ�RU�):6�RU�ZRXOG�FDXVH
VLJQLILFDQW��ORQJ�WHUP�GDPDJH�WR�OLVWHG
VSHFLHV��7LWOH�����&�&�5���������>G@����7R
PDNH�D�GHWHUPLQDWLRQ�DV�WR�WKH�HIIHFW�RI�D
7+3�RQ�OLVWHG�ILVK�RU�ZLOGOLIH�VSHFLHV��&')
URXWLQHO\�FRQVXOWV�ZLWK�&')*�ELRORJLVWV
DQG�QRWLILHV�IHGHUDO�ILVK�DQG�ZLOGOLIH
DJHQFLHV���7KHVH�SURFHVVHV�DQG�LQGHSHQGHQW
LQWHUQDO�UHYLHZ�E\�&')�ELRORJLVWV�FDQ�UHVXOW
LQ�D�7+3�FRQWDLQLQJ�DGGLWLRQDO�VLWH�VSHFLILF
PLWLJDWLRQ�PHDVXUHV�VLPLODU�WR�WKH�RQHV
GHVFULEHG�LQ�WKH�SURSRVHG�DFWLRQ���7KH�7+3
UHYLHZ�SURFHVV�DSSOLHG�E\�&')�LV�GHVFULEHG
LQ�6HFWLRQ���������&')�EHOLHYHV�WKDW�LWV
H[LVWLQJ�SURFHVV�XVLQJ�WKH�)35V�DQG�WKH
&(4$�7+3�E\�7+3�UHYLHZ�DQG�PLWLJDWLRQ
LV�VXIILFLHQW�WR�DYRLG�WDNH�RI�OLVWHG�VSHFLHV�

8QGHU�1(3$��WKH�GHJUHH�RI�DQDO\VLV
GHYRWHG�WR�HDFK�DOWHUQDWLYH�LQ�WKH�(,6�LV�WR
EH�VXEVWDQWLDOO\�VLPLODU�WR�WKDW�GHYRWHG�WR
WKH�SURSRVHG�DFWLRQ���:KLOH�WKLV
UHTXLUHPHQW�GRHV�QRW�GLFWDWH�DQ�DPRXQW�RI
LQIRUPDWLRQ�WR�EH�SURYLGHG��LW�SUHVFULEHV�D
OHYHO�RI�WUHDWPHQW��ZKLFK�PD\�LQ�WXUQ
UHTXLUH�YDU\LQJ�DPRXQWV�RI�LQIRUPDWLRQ��WR
HQDEOH�D�UHYLHZHU�WR�HYDOXDWH�DQG�FRPSDUH
DOWHUQDWLYHV�

6LQFH�WKH�OLVWLQJ�RI�WKH�FRKR�VDOPRQ�DV
WKUHDWHQHG��10)6�KDV�EHHQ�HYDOXDWLQJ
SRWHQWLDO�PHDVXUHV�WR�DYRLG�WDNH�E\�WLPEHU
KDUYHVW�DFWLYLWLHV�DV�ZHOO�DV�RWKHU�KXPDQ
DFWLYLWLHV�WKDW�DIIHFW�WKH�DTXDWLF
HQYLURQPHQW���7KLV�HYDOXDWLRQ�LV�RQJRLQJ�
+RZHYHU��10)6�EHOLHYHV�PHDVXUHV
DXJPHQWLQJ�WKH�H[LVWLQJ�)35�SURFHVV�ZRXOG
QHHG�WR�EH�DSSOLHG�WR�DYRLG�WDNH�RI�OLVWHG

VSHFLHV���:LWK�UHVSHFW�WR�DTXDWLF�VSHFLHV��D
UDQJH�RI�SRWHQWLDO�VWUDWHJLHV�FRXOG�EH
DSSOLHG�XQGHU�H[LVWLQJ�VWDWH�DQG�IHGHUDO
UHJXODWRU\�VWUXFWXUHV�DV�SDUW�RI�WKH�1R
$FWLRQ�1R�3URMHFW�DOWHUQDWLYH���7KH�DTXDWLF
V\VWHP�LV�LQIOXHQFHG�E\�XSVORSH�DFWLYLWLHV�
7KHVH�XSVORSH�DFWLYLWLHV�LQIOXHQFH�WKH�LQIOX[
RI�VHGLPHQW�DQG�ZDWHU�WR�VWUHDPV��FDQ
FDXVH�LQFUHDVHV�LQVWUHDP�WHPSHUDWXUH��DQG
FDQ�LQIOXHQFH�DTXDWLF�KDELWDW�WKURXJK
UHFUXLWPHQW�RI�ODUJH�ZRRG\�GHEULV��/:'��WR
WKH�VWUHDP���8SVORSH�DFWLYLWLHV�FRXOG�EH
PRGLILHG�ZLWK�UHVSHFW�WR�URDG�EXLOGLQJ�
PDLQWHQDQFH�DQG�ZHW�ZHDWKHU�XVH�
PHDVXUHV�WR�GHFUHDVH�WKH�SRWHQWLDO�IRU
PDQDJHPHQW�UHODWHG�ODQGVOLGHV�RQ�VWHHS�RU
XQVWDEOH�VORSHV��DQG�E\�YDU\LQJ�ULSDULDQ
EXIIHU�ZLGWKV�DQG�UHVWULFWLQJ�DFWLYLWLHV
ZLWKLQ�EXIIHUV�

)RU�SXUSRVHV�RI�DQDO\VLV�XQGHU�1(3$�
10)6�LV�HYDOXDWLQJ�D�1R�$FWLRQ�VFHQDULR�LQ
WKLV�(,6�(,5�E\��UHSUHVHQWLQJ�WKH
§DGGLWLRQDO�PHDVXUHV¨�DV��ULSDULDQ
PDQDJHPHQW�]RQHV��EXIIHUV��UDWKHU�WKDQ
PDQDJHPHQW�RSWLRQV�GHYHORSHG�IRU
VLWH�VSHFLILF�FRQGLWLRQV���7KH�ULSDULDQ
EXIIHUV�SURSRVHG�E\�10)6�IRU�DQDO\VLV
SXUSRVHV�DUH�EDVHG�RQ�D�UDQJH�IRU�HDFK
VWUHDP�FODVV��&ODVV�,�50=V�ZRXOG�EH�IURP��
WR�����RU�����IHHW��&ODVV�,,�50=V�ZRXOG�EH
IURP���WR����RU�����IHHW��DQG�&ODVV�,,,�50=V
ZRXOG�EH�IURP���WR����RU�����IHHW���7KH
LPSDFWV�DQDO\VLV�SURMHFWV�WKDW�WKHVH�DUHDV
ZRXOG�EH�QR�KDUYHVW�EXIIHUV�WKDW�ZRXOG�EH
DSSOLHG�WR�ERWK�VLGHV�RI�D�VWUHDP���5DQJHV�RI
EXIIHU�ZLGWKV�KDYH�EHHQ�DSSOLHG�EHFDXVH�LW
LV�H[SHFWHG�WKDW�DGHTXDWH�EXIIHU�ZLGWKV
FRXOG�YDU\�DV�D�UHVXOW�RI�YDULRXV�FRQGLWLRQV
RQ�3$/&2ªV�ODQG�DQG�DUH�FRQVLVWHQW�ZLWK
WKH�FRQFHSW�WKDW�DGGLWLRQDO�PLWLJDWLRQ
ZRXOG�EH�DSSOLHG�WR�SRUWLRQV�RI�WKH
RZQHUVKLS�RYHU�WLPH��SURMHFWHG�RYHU�WKH
OHQJWK�RI�WKH�SURSRVHG�SHUPLW��RQ�D�7+3�E\�
7+3�EDVLV���7KH�EXIIHU�ZLGWK�UDQJHV
SURMHFWHG�LQ�WKH�(,6�(,5�XQGHU�WKH�10)6
YHUVLRQ�RI�WKH�1R�$FWLRQ�1R�3URMHFW
$OWHUQDWLYH�PD[LPL]H�WKH�DPRXQW�RI
ODQGVFDSH�WKDW�ZRXOG�EH�GHGLFDWHG�WRZDUG
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UHVRXUFH�FRQVHUYDWLRQ���7KLV�LV
DFFRPSOLVKHG�E\�DSSO\LQJ�ZLGH�ULSDULDQ
EXIIHUV�LQ�SODFH�RI�RWKHU�VWUDWHJLHV�QRW
GHVFULEHG�KHUH�WKDW�FRXOG�UHVXOW�LQ�VPDOOHU
ULSDULDQ�EXIIHUV�XVHG�LQ�FRPELQDWLRQ�ZLWK�D
YDULHW\�RI�SRWHQWLDO�PLWLJDWLRQ�PHDVXUHV
WDLORUHG�WR�VLWH�VSHFLILF�FRQGLWLRQV�

10)6�UHFRJQL]HV�WKDW�WKH�XVH�RI�ZLGH
EXIIHUV�LV�RQO\�RQH�RI�PDQ\�DSSURDFKHV�WKDW
FRXOG�EH�HPSOR\HG�WR�GHVFULEH�D�1R
$FWLRQ�1R�3URMHFW�DOWHUQDWLYH�WKDW�ZRXOG
DYRLG�WDNH�RI�OLVWHG�VSHFLHV���$YRLGLQJ�WDNH
RI�DTXDWLF�VSHFLHV�FRXOG�DOVR�EH
DFFRPSOLVKHG�E\�RWKHU�VWUDWHJLHV�WDLORUHG�WR
VSHFLILF�FRQGLWLRQV�RI�WKH�SDUWLFXODU
ODQGVFDSH�WKDW�ZRXOG�DSSO\�VPDOOHU�EXIIHU
ZLGWKV�ZKLOH�UHVWULFWLQJ�DFWLYLWLHV�ZLWKLQ
WKH�EXIIHUV�DQG�E\�PDQDJLQJ�DQG
FRQWUROOLQJ�VHGLPHQW�IURP�URDGV�DQG
ODQGLQJV���+RZHYHU��10)6�EHOLHYHV�WKH
DERYH�GHVFULEHG�DSSURDFK�WR�DVVHVVLQJ
HQYLURQPHQWDO�FKDQJH�LV�PRUH�SUDFWLFDO�IRU
SURMHFWLQJ�KRZ�KDELWDW�IHDWXUHV�PD\�FKDQJH
DFURVV�D�ODQGVFDSH�RYHU�WLPH��SURGXFHV
LPSDFWV�DQDO\VLV�ZKLFK�FDQ�EH�PRUH�UHDGLO\
FRPSDUHG�ZLWK�RWKHU�DOWHUQDWLYHV��DQG�WKXV
VDWLVILHV�WKH�HQYLURQPHQWDO�DQDO\VLV
UHTXLUHPHQWV�RI�1(3$�

������ $OWHUQDWLYH����3URSRVHG
$FWLRQ�3URSRVHG�3URMHFW�

7KLV�DOWHUQDWLYH�UHSUHVHQWV�3$/&2ªV
VXEPLWWHG�+&3�DQG�DSSOLFDWLRQ�IRU�DQ�,73
IURP�WKH�):6��10)6��DQG�&')*��6HFWLRQ
�������$GGLWLRQDOO\��WKLV�DOWHUQDWLYH�UHIOHFWV
3$/&2ªV�6<3�VXEPLWWHG�WR�&')��6HFWLRQ
�����)LJXUHV������E�DQG������D�DQG�7DEOHV
������DQG����������7KLV�DOWHUQDWLYH�DOVR
LQFOXGHV�WKH�SURSRVHG������$JUHHPHQW
3$/&2�VXEPLWWHG�WR�&')*�DQG�WKH�+&3
ZKLFK�3$/&2�DVNHG�&')*�WR�DSSURYH�DV
DQ�1&&3���8QGHU�WKLV�DOWHUQDWLYH��D
+HDGZDWHUV�5HVHUYH�RI�DSSUR[LPDWHO\������
DFUHV�ZRXOG�EH�HVWDEOLVKHG�DQG�KHOG�LQ
SXEOLF�RZQHUVKLS���7KH�5HVHUYH�ZRXOG
FRQVLVW�RI�WKH�+HDGZDWHUV�)RUHVW�DQG�WKH
(ON�+HDG�6SULQJV�)RUHVW��FXUUHQWO\�RZQHG
E\�3$/&2��DQG�DSSUR[LPDWHO\�������DFUHV

RI�H[FKDQJHG�(ON�5LYHU�SURSHUW\��FXUUHQWO\
RZQHG�E\�WKH�(ON�5LYHU�7LPEHU�&RPSDQ\�
7KH�IHGHUDO�DQG�VWDWH�JRYHUQPHQWV�ZRXOG
IXQG�WKH�SXUFKDVH�RI�DSSUR[LPDWHO\������
DFUHV�RI�(ON�5LYHU�7LPEHU�&RPSDQ\�ODQG�
2I�WKLV�������DFUHV��������DFUHV�ZRXOG
EHFRPH�SDUW�RI�WKH�5HVHUYH��DQG�WKH
UHPDLQLQJ�������DFUHV�ZRXOG�EH�WUDQVIHUUHG
WR�3$/&2���7KH�SXUFKDVH�RI�SURSHUW\�IURP
3$/&2�DQG�WKH�(ON�5LYHU�7LPEHU�&RPSDQ\
ZRXOG�EH�SDLG�IRU�E\�FDVK�IURP�ERWK�WKH
IHGHUDO�JRYHUQPHQW�DQG�WKH�VWDWH�

�������� 0DUEOHG�0XUUHOHWV

3$/&2ªV�+&3��3$/&2��������SURSRVHV
WKDW�DSSUR[LPDWHO\�������DFUHV�LQ����DUHDV
FRQWDLQLQJ�ROG�JURZWK�UHGZRRGV�DQG
'RXJODV�ILU�RXWVLGH�RI�WKH�+HDGZDWHUV
5HVHUYH�ZRXOG�EH�QR�KDUYHVW�DUHDV�WR
PLQLPL]H�WDNH�RI�PDUEOHG�PXUUHOHWV�DQG
RWKHU�OLVWHG�VSHFLHV����1RWH���3$/&2�>����@
GLVFXVVHV���00&$V�ZKLOH�WKH�(,6�(,5
GLVFXVVHV����00&$V���6HYHUDO�RI�WKH���
00&$V�DUH�FRQWLJXRXV�WR�HDFK�RWKHU�DQG
FRQVLGHUHG�DV�D�VLQJOH�00&$�LQ�3$/&2
>����@���7KH�FRQWLJXRXV�00&$V�DUH�HYLGHQW
LQ�)LJXUH����������,QLWLDOO\��2ZO�&UHHN�*URYH
ZRXOG�EH�VHW�DVLGH�IRU�WKH�OLIH�RI�WKH�,73���,I
3$/&2�GHPRQVWUDWHV�WR�WKH�VDWLVIDFWLRQ�RI
):6��10)6��DQG�&')*�WKDW�*UL]]O\�&UHHN
6RXWK�:HVW�&HQWHU��*UL]]O\�&UHHN��)LJXUH
�����E��ZRXOG�EH�SURWHFWHG�LQ�LWV�SUHVHQW
FRQGLWLRQ�IRU�WKH�OLIH�RI�WKH�,73��3$/&2
FRXOG�VXEVWLWXWH�*UL]]O\�&UHHN�IRU�WKH�2ZO
&UHHN�VWDQG���,I�WKLV�VXEVWLWXWLRQ�RFFXUUHG�
DSSUR[LPDWHO\�������DFUHV�LQ����DUHDV�ZLWK
ROG�JURZWK�UHGZRRGV�ZRXOG�QRW�EH
KDUYHVWHG��UDWKHU�WKDQ�������DFUHV���)RU�WKH
SXUSRVHV�RI�PRGHOLQJ�DQG�DQDO\]LQJ�WKLV
DOWHUQDWLYH��WKH�2ZO�&UHHN�VWDQG�LV
DVVXPHG�WR�EH�KDUYHVWHG��DQG�WKH�*UL]]O\
&UHHN�VWDQG�LV�DVVXPHG�WR�EH�XQKDUYHVWHG�
7KH�GHVLJQDWHG�00&$�ERXQGDULHV�KDYH
LQFRUSRUDWHG�D�����IRRW�YHJHWDWLYH�EXIIHU�RQ
H[LVWLQJ�VXLWDEOH�PDUEOHG�PXUUHOHW�QHVWLQJ
KDELWDW���7R�WKH�JUHDWHVW�H[WHQW�SUDFWLFDO�
DFWLYLWLHV�ZLWK�SRWHQWLDO�IRU�GLVWXUEDQFH�RI
PXUUHOHWV�QHVWLQJ�LQ�WKH�00&$V�ZRXOG�EH
FRQGXFWHG�RXWVLGH�WKH�PDUEOHG�PXUUHOHW
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EUHHGLQJ�VHDVRQ��0DUFK����WR�6HSWHPEHU
����

2WKHU�PDUEOHG�PXUUHOHW�PLWLJDWLRQ
PHDVXUHV�DUH�GHWDLOHG�LQ�3$/&2�������
YROXPH����3DUW�%����$OO�ORJJLQJ��LQFOXGLQJ
VDOYDJH��DQG�RWKHU�PDQDJHPHQW�DFWLYLW\
GHWULPHQWDO�WR�WKH�PDUEOHG�PXUUHOHW�RU
PDUEOHG�PXUUHOHW�KDELWDW�ZRXOG�QRW�RFFXU
LQ�WKH�00&$V���+RZHYHU��QRQ�ROG�JURZWK
DUHDV�LQ�WKH�00&$V�FRXOG�SRVVLEO\�EH
PDQDJHG�IRU�UHFUXLWPHQW�RI�IXQFWLRQDO
PDUEOHG�PXUUHOHW�QHVWLQJ�KDELWDW�ZLWK
UHYLHZ��DSSURYDO��DQG�DW�WKH�UHTXHVW�RI�):6
DQG�&')*���&RQVHTXHQWO\��WKLQQLQJ�RU
VLQJOH�WUHH�VHOHFWLRQ�PD\�EH�SHUPLWWHG�E\
&')*�DQG�):6�LI�LW�DFFHOHUDWHV�DWWDLQPHQW
RI�PDWXUH�IRUHVW�FRQGLWLRQV��WKH�DFWLYLW\
RFFXUV�RXWVLGH�WKH�PDUEOHG�PXUUHOHW
QHVWLQJ�VHDVRQ��DQG�QR�QHZ�URDGV�DUH�EXLOW�
2WKHU�PLWLJDWLRQ�PHDVXUHV�LQFOXGH�����IRRW
VHOHFWLYH�KDUYHVW�EXIIHUV�DURXQG�+XPEROGW
5HGZRRGV�DQG�*UL]]O\�&UHHN�5HGZRRGV
VWDWH�SDUNV�ZKHUH�VXLWDEOH�PDUEOHG
PXUUHOHW�QHVWLQJ�KDELWDW�RFFXUV�DW�WKH
3$/&2�ERXQGDU\���,Q�WKHVH�DUHDV��WKHUH�LV
DOVR�D������PLOH�]RQH�ZLWK�VHDVRQDO
UHVWULFWLRQV�RQ�WLPEHU�KDUYHVW�RSHUDWLRQV
GXULQJ�WKH�PDUEOHG�PXUUHOHW�QHVWLQJ
VHDVRQ�

�������� 6SRWWHG�2ZO

0LWLJDWLRQ�IRU�SRWHQWLDO�LPSDFWV�RQ�WKH
QRUWKHUQ�VSRWWHG�RZO�ZRXOG�FRQVLVW
SULPDULO\�RI�LPSOHPHQWLQJ�3$/&2ªV
1RUWKHUQ�6SRWWHG�2ZO�&RQVHUYDWLRQ�3ODQ�
FRPELQHG�ZLWK�RWKHU�SURSRVHG�PLWLJDWLRQ
�H�J���00&$V��WKH�+HDGZDWHUV�5HVHUYH��DQG
DTXDWLF�PLWLJDWLRQ�PHDVXUHV���3$/&2�
������9ROXPH�,9��3DUW�&����,Q�JHQHUDO��WKLV
PLWLJDWLRQ�FRQVLVWV�RI�SURYLGLQJ�QHVWLQJ�
IRUDJLQJ��DQG�GLVSHUVDO�KDELWDW�IRU�WKH
QRUWKHUQ�VSRWWHG�RZO�WKURXJKRXW�WKH�3ODQ
SHULRG��SURWHFWLQJ�DOO�NQRZQ�QHVW�VLWHV�IRU
WKH�ILUVW�ILYH�\HDUV�RI�WKH�SODQ��DQG
PLQLPL]LQJ�WKH�OLNHOLKRRG�WKDW�QHVWLQJ�RZOV
ZRXOG�EH�GLVWXUEHG�GXULQJ�WLPEHU�KDUYHVW�
2ZO�SRSXODWLRQV�ZRXOG�EH�H[SHFWHG�WR
IOXFWXDWH�ZLWK�WKH�DPRXQWV�RI�DYDLODEOH

KDELWDW���7KH�3ODQ�LQFOXGHV�FRQGXFWLQJ
\HDUO\�FHQVXV�VXUYH\V�IRU�RZOV�GXULQJ�WKH
ILUVW�ILYH�\HDUV�WR�HVWLPDWH�WKH�EDVHOLQH
SRSXODWLRQ�RI�RZOV�LQ�WKH�3ODQ�DUHD���%DVHG
RQ�UHVXOWV�RI�WKLV�HVWLPDWH�DQG�VXEVHTXHQW
\HDUO\�PRQLWRULQJ��LI�WKH�RZO�SRSXODWLRQ
HVWLPDWH�LQ�WKH�3ODQ�DUHD�IDOOV�EHORZ
���SHUFHQW�RI�WKH�EDVHOLQH�SRSXODWLRQ�IRU
WKUHH�FRQVHFXWLYH�\HDUV��3$/&2�ZRXOG
PHHW�ZLWK�WKH�):6�DQG�&')*�DQG
HYDOXDWH�UHDVRQV�IRU�WKH�GHFOLQH�DQG�PHDQV
IRU�PDQDJLQJ�WKH�SRSXODWLRQ���,I�WKH
HVWLPDWH�IDOOV�EHORZ����SHUFHQW�RI�WKH
EDVHOLQH�SRSXODWLRQ�IRU�WKUHH�FRQVHFXWLYH
\HDUV��3$/&2�ZRXOG�PHHW�ZLWK�WKH�):6
DQG�&')*�DQG�LPSOHPHQW�D�QR�WDNH
PDQDJHPHQW�VWUDWHJ\�XQWLO�WKH�HVWLPDWH�LV
DERYH����SHUFHQW�IRU�WKUHH�FRQVHFXWLYH
\HDUV�

�������� 2WKHU�6SHFLHV

0LWLJDWLRQ�IRU�SRWHQWLDO�LPSDFWV�RQ�RWKHU
FRYHUHG�VSHFLHV�RI�ZLOGOLIH�ZRXOG�FRQVLVW�RI
PHDVXUHV�LGHQWLILHG�DERYH�IRU�WKH�PDUEOHG
PXUUHOHW�DQG�QRUWKHUQ�VSRWWHG�RZO�DQG
PLWLJDWLRQ�SURYLGHG�IRU�D�YDULHW\�RI�RWKHU
VSHFLHV���,Q�SDUWLFXODU��VXFK�PLWLJDWLRQ
DGGUHVVHV�SRWHQWLDO�LPSDFWV�RQ�DPSKLELDQV
DQG�UHSWLOHV��VSHFLHV�DVVRFLDWHG�ZLWK�VQDJV
DQG�GRZQHG�ORJV��DQG�NQRZQ�VSHFLHV�
VSHFLILF�VLWHV��H�J���QHVW�VLWH�SURWHFWLRQ
PHDVXUHV����0LWLJDWLRQ�IRU�DPSKLELDQV�DQG
UHSWLOHV�ZRXOG�FRQVLVW�SULPDULO\�RI�3$/&2ªV
DTXDWLF�VWUDWHJ\��FRPELQHG�ZLWK�DQ
DPSKLELDQ�UHSWLOH�PRQLWRULQJ�SURJUDP�WR
HQVXUH�WKDW�SURWHFWLRQ�RI�&ODVV�,�DQG�,,
VWUHDPV�DGHTXDWHO\�VDIHJXDUGV�WKHVH
VSHFLHV�DQG�WKHLU�KDELWDW���,QIRUPDWLRQ
UHVXOWLQJ�IURP�WKLV�PRQLWRULQJ�PD\�ZDUUDQW
GLIIHUHQW��LQFUHDVHG�RU�GHFUHDVHG��SURWHFWLRQ
RI�&ODVV�,�DQG�,,�VWUHDPV�RQ�D�ORFDOL]HG�VFDOH
�H�J���ZDWHUVKHG�DQDO\VLV�DUHDV�>:$$V@��
,PSDFWV�RQ�DPSKLELDQV��UHSWLOHV�ZRXOG�DOVR
EH�PDQDJHG�WKURXJK�WKH�SURSRVHG�UHGXFWLRQ
RI�VHGLPHQW�GHOLYHU\�WR�VWUHDPV�DQG�E\
FRQGXFWLQJ�JUDYHO�KDUYHVWLQJ�RSHUDWLRQV
RXWVLGH�WKH�ZHWWHG�FKDQQHO���)RU�VSHFLHV
DVVRFLDWHG�ZLWK�VQDJV�DQG�GRZQHG�ORJV�
3$/&2�ZRXOG�GHWHUPLQH�WKH�VWDWXV�RI�WKHVH
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VWUXFWXUDO�HOHPHQWV�LQ�WKH�3ODQ�DUHD�
UHFUXLW�DQG�PDLQWDLQ�D�FHUWDLQ�QXPEHU�RI
WKHVH�HOHPHQWV�WR�SURYLGH�KDELWDW�IRU�VXFK
VSHFLHV��DQG�PRQLWRU�DQG�HYDOXDWH�WKH
HIIHFWLYHQHVV�RI�WKHVH�PHDVXUHV�LQ
FRQVXOWDWLRQ�ZLWK�WKH�):6�DQG�&')*���7KH
VSHFLILF�REMHFWLYHV�IRU�VQDJV�DQG�GRZQHG
ORJV�ZRXOG�EH�WR�UHWDLQ�RU�UHFUXLW�WKH
IROORZLQJ�

• ����VQDJV�DFUH�DW�OHDVW����LQFKHV�GEK
DQG�DW�OHDVW����IHHW�WDOO

• ����VQDJV�DFUH�DW�OHDVW����LQFKHV�GEK
DQG�DW�OHDVW����IHHW�WDOO

• ����VQDJV�DFUH�DW�OHDVW����LQFKHV�GEK
DQG�DW�OHDVW����IHHW�WDOO

,Q�DGGLWLRQ��DOO�VDIH�VQDJV�ZRXOG�EH�OHIW
DIWHU�WLPEHU�KDUYHVW���7ZR�GRZQHG�ORJV�DFUH
RXWVLGH�&ODVV�,�DQG�,,�50=V�RI�DQ\�GHFD\
FODVV�JUHDWHU�WKDQ����LQFKHV�LQ�GLDPHWHU�DW
WKH�ODUJH�HQG�DQG�JUHDWHU�WKDQ����IHHW�ORQJ
ZRXOG�EH�OHIW���7KHUH�ZRXOG��KRZHYHU��EH�QR
UHTXLUHPHQW�WR�OHDYH�GRZQHG�ORJV�ZKHUH
WKH\�GR�QRW�DOUHDG\�H[LVW���6LWH�SURWHFWLRQ
PHDVXUHV�ZRXOG�LQYROYH�NQRZQ�QHVW��URRVW�
DQG�RU�IRUDJLQJ�VLWHV�DQG�RU�VXUYH\LQJ�WR
LGHQWLI\�VXFK�VLWHV���6SHFLHV�VSHFLILFDOO\
SURWHFWHG�E\�WKH�ODWWHU�PHDVXUHV�DUH
SULPDULO\�ELUGV��LQFOXGLQJ�&DOLIRUQLD�IXOO\
SURWHFWHG�VSHFLHV��EXW�DOVR�WKH�QRUWKZHVWHUQ
SRQG�WXUWOH�

,PSDFWV�WR�DTXDWLF�VSHFLHV�IURP�WKH
DFWLYLWLHV�VXEMHFW�WR�3$/&2ªV�SURSRVHG�����
$JUHHPHQW�ZRXOG�EH�PLWLJDWHG�E\�WKH
PHDVXUHV�VHW�IRUWK�LQ�3$/&2ªV�SURSRVHG
SURJUDPPDWLF������$JUHHPHQW�RU�D
VHSDUDWH�LQGLYLGXDO������$JUHHPHQW�

�������� $TXDWLF�0HDVXUHV

$TXDWLF�PLWLJDWLRQ�PHDVXUHV�ZRXOG�EH
DSSOLHG�LQ�WKUHH�VHSDUDWH�PDQQHUV��LQWHULP
SUHVFULSWLRQV��GHIDXOW�SUHVFULSWLRQV�DQG
SUHVFULSWLRQV�JHQHUDWHG�IURP�ZDWHUVKHG
DQDO\VLV���,QLWLDOO\��WKH�LQWHULP�DTXDWLF
VWUDWHJ\��$SSHQGL[�(��SDUW����ZRXOG�EH
DSSOLHG���7KHVH�LQWHULP�PHDVXUHV�DUH�WLWOHG
§,QWHULP�$TXDWLF�6WUDWHJ\�IRU�7LPEHU

+DUYHVW�DQG�5RDGV�IRU�WKH�3$/&2�+&3¨
�$SSHQGL[�(����7KLV�LQWHULP�VWUDWHJ\�LV�DOVR
DSSOLHG�WR�WLPEHU�KDUYHVW�SODQV��7+3V�
VXEPLWWHG�E\�3$/&2�RU�SHQGLQJ�DIWHU
)HEUXDU\�����������EHIRUH�,73�LVVXDQFH�DQG
IRU�WKUHH�\HDUV�DIWHU�WKH�LVVXDQFH�RI�DQ�,73�

7KUHH�\HDUV�DIWHU�LVVXDQFH�RI�DQ�,73�
3$/&2�ZRXOG�IROORZ�WKH�GHIDXOW�DTXDWLF
VWUDWHJ\��$SSHQGL[�(��SDUW������7KHVH
GHIDXOW�PLWLJDWLRQ�PHDVXUHV�DUH�WLWOHG
,QWHUDJHQF\�)HGHUDO�6WDWH�$TXDWLF�6WUDWHJ\
DQG�0LWLJDWLRQ�IRU�7LPEHU�+DUYHVW�DQG
5RDGV�IRU�WKH�3$/&2�+&3��GDWHG�-DQXDU\
���������$SSHQGL[�(��SDUW����

7KH�SUHVFULSWLRQV�IRU�WKH�LQWHULP�VWUDWHJ\
LQ�WKH�ILUVW�WKUHH�\HDUV�RI�+&3
LPSOHPHQWDWLRQ�RU�WKH�ODWWHU����\HDUV�RI
LPSOHPHQWLQJ�WKH�GHIDXOW�VWUDWHJ\�PD\�EH
PRGLILHG�DV�D�UHVXOW�RI�D�FRPSOHWHG
ZDWHUVKHG�DQDO\VLV���7KH�:DVKLQJWRQ�6WDWH
'HSDUWPHQW�RI�1DWXUDO�5HVRXUFHV��'15�
ZDWHUVKHG�DQDO\VLV�SURFHGXUH��:DVKLQJWRQ
6WDWH�'HSDUWPHQW�RI�1DWXUDO�5HVRXUFHV�
������ZLOO�EH�XVHG��DV�PRGLILHG�IRU�3$/&2ªV
ODQG�DQG�WR�DWWDLQ�WKH�REMHFWLYHV�RI�WKH�+&3
�$SSHQGL[�*����7KH�ZDWHUVKHG�DQDO\VLV
SURFHVV�HYDOXDWHV�DQG�FDWHJRUL]HV�WKH
ODQGVFDSH�DQG�WKH�URDG�V\VWHP�EDVHG�RQ
WKHLU�SRWHQWLDO�IRU�SURGXFLQJ�VHGLPHQW
LQSXWV�WR�VWUHDPV���$GGLWLRQDOO\��LW
HYDOXDWHV�WKH�DTXDWLF�DQG�ULSDULDQ�V\VWHP
ZLWK�UHJDUGV�WR�WKH�KDELWDW�FRQGLWLRQ��H�J��
SRROV��VHGLPHQWDWLRQ��ZDWHU�WHPSHUDWXUH�
OHYHO�RI�/:'�LQ�WKH�FKDQQHO��DELOLW\�RI�WKH
ULSDULDQ�]RQH�WR�SURYLGH�SURWHFWLRQ�IRU
ZDWHU�WHPSHUDWXUH��/:'�LQIOX[��DQG
VHGLPHQW�ILOWHULQJ����%DVHG�RQ�WKHVH
HYDOXDWLRQV��VLWH�VSHFLILF�SUHVFULSWLRQV
ZRXOG�EH�GHYHORSHG�IRU�WLPEHU�KDUYHVW�DQG
URDG�PDLQWHQDQFH�WR�UHGXFH�VHGLPHQW
GHOLYHU\�WR�VWUHDPV�DQG�IRU�ULSDULDQ�]RQHV
WR�HQVXUH�VXLWDEOH�ZDWHU�WHPSHUDWXUH�DQG
LQSXW�RI�/:'���7KRXJK�WKH�ZDWHUVKHG
DQDO\VLV�SUHVFULSWLRQV�FDQ�GLIIHU�IURP�WKH
LQWHULP�RU�GHIDXOW�SUHVFULSWLRQV��WKH\�ZRXOG
KDYH�WR�PHHW�WKH�JRDO�RI�DWWDLQLQJ�D
SURSHUO\�IXQFWLRQLQJ�DTXDWLF�V\VWHP��DV
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SURYLGHG�E\�WKH�GHIDXOW�SUHVFULSWLRQV���7KH
ZDWHUVKHG�DQDO\VLV�JHQHUDWHG�SUHVFULSWLRQV
ZRXOG�EH�GHYHORSHG�FROODERUDWLYHO\�E\�D
SUHVFULSWLRQ�WHDP�WKDW�LQFOXGHV
UHSUHVHQWDWLYHV�IURP�IHGHUDO�DQG�VWDWH
DJHQFLHV���$GGLWLRQDOO\��WKH�10)6�5HJLRQDO
$GPLQLVWUDWRU��WKH�):6�5HJLRQDO�'LUHFWRU
RU�&')*�'LUHFWRU��DV�DSSURSULDWH��FDQ
UHMHFW�SUHVFULSWLRQV�SURSRVHG�E\�3$/&2
WKURXJK�WKH�'15�ZDWHUVKHG�DQDO\VLV
SURFHVV���,I�WKH�ZDWHUVKHG�DQDO\VLV
SUHVFULSWLRQV�DUH�UHMHFWHG��RU�LI�ZDWHUVKHG
DQDO\VLV�LV�QRW�FRPSOHWHG�E\�WKH�HQG�RI�WKH
WKUHH�\HDUV�DIWHU�LVVXDQFH�RI�DQ�,73�RQ�D
JLYHQ�ZDWHUVKHG��WKHQ�WKH�GHIDXOW
PLWLJDWLRQ�PHDVXUHV�ZRXOG�EH�DSSOLHG�

8QGHU�ERWK�WKH�LQWHULP�DQG�GHIDXOW
SUHVFULSWLRQV��$SSHQGL[�(���FKDQQHO
PLJUDWLRQ�]RQHV��&0=��ZRXOG�EH
HVWDEOLVKHG�DORQJ�&ODVV�,�DQG�,,�VWUHDPV�
:LWKLQ�WKH�&0=V�WLPEHU�KDUYHVW�DQG
VDOYDJH�ORJJLQJ�DUH�SURKLELWHG���([FHSWLRQV
WR�QR�VDOYDJH�DUH�DV�IROORZV�

��� :KHUH�WKHUH�LV�SRWHQWLDO�IRU�ORVV�RI
OLIH�RU�ORVV�RI�SURSHUW\�EHFDXVH
LQVWUHDP�ODUJH�ZRRG\�GHEULV
LPSHULOV�EULGJHV�RU�FDSLWDO
LPSURYHPHQWV�VXFK�DV�URDGZD\V�RU
RWKHU�VWUXFWXUHV

��� ,Q�WKH�FDVH�RI�RWKHU�HPHUJHQFLHV�SHU
DJUHHPHQW�ZLWK�10)6��DQG�RU
):6��DQG�RU�&')*��FRQVLVWHQW�ZLWK
ELRORJLFDO�RSLQLRQV�LVVXHG�RQ�WKH
+&3

&ODVV�,�6WUHDPV��,QWHULP�6WUDWHJ\¦7DEOHV
�����D�DQG�E�SURYLGH�VXPPDULHV�RI�50=
SUHVFULSWLRQV���)LJXUHV������D�DQG�E�SURYLGH
GLDJUDPPDWLF�UHSUHVHQWDWLRQV�RI�&ODVV�,
DQG�,,�50=V���&ODVV�,�VWUHDPV�ZRXOG�UHFHLYH
D�����IRRW�ULSDULDQ�PDQDJHPHQW�]RQH
�50=���EDVHG�RQ�D�VLWH�SRWHQWLDO�WUHH�KHLJKW
IRU�D�����\HDU�ROG�WUHH�RQ�D�&ODVV�,,�KLJK
VLWH��50=�PHDVXUHG�E\�VORSH�GLVWDQFH��DQG
GLYLGHG�LQWR�WKUHH�VHSDUDWH�EDQGV�ZLWK
GLIIHULQJ�PDQDJHPHQW�SUHVFULSWLRQV���7KH
LQQHU�EDQG��%DQG����RI�WKDW�EXIIHU��IURP�WKH

HGJH�RI�WKH�FKDQQHO�PLJUDWLRQ�]RQH�RU
YHJHWDWLRQ�WUDQVLWLRQ�OLQH�WR����IHHW��ZRXOG
EH�D�UHVWULFWHG�KDUYHVW�]RQH��WKHUH�ZRXOG�EH
QR�VDOYDJH�RI�GHDG�DQG�G\LQJ�WUHHV�RU
GRZQHG�WUHHV��DQG�LW�ZRXOG�DOVR�EH�DQ
HTXLSPHQW�H[FOXVLRQ�]RQH��((=��ZLWK�WKH
H[FHSWLRQ�RI�XVH�RI�H[LVWLQJ�RSHQ�URDGV�
7LPEHU�KDUYHVW�FRXOG�RQO\�RFFXU�WR�HQKDQFH
DQG�IDFLOLWDWH�ULSDULDQ�IXQFWLRQV�EDVHG�RQ
FRPSOHWHG�ZDWHUVKHG�DQDO\VLV�DQG�D
ULSDULDQ�PDQDJHPHQW�SODQ�DJUHHG�XSRQ�E\
WKH�SHUPLWWLQJ�DJHQFLHV���7KH�PLGGOH�EDQG�
%DQG����IURP����WR�����IHHW���ZRXOG�EH�D
OLPLWHG�WLPEHU�KDUYHVW�HQWU\�]RQH�ZLWK�QR
VDOYDJH�RI�GHDG��G\LQJ��RU�GRZQHG�WUHHV�
7KHUH�ZRXOG�EH�D�PLQLPXP�RI�����VTXDUH
IHHW�RI�SUHKDUYHVW�FRQLIHU�EDVDO�DUHD�SHU
DFUH�RI�%DQG���50=�IRU�HDFK�VLGH�RI�WKH
VWUHDP�DQG�D�PLQLPXP�RI�����VTXDUH�IHHW
RI�SRVW�KDUYHVW�FRQLIHU�EDVDO�DUHD�SHU�DFUH�RI
%DQG���50=���%DVDO�DUHD�PHDVXUHPHQWV
ZRXOG�EH�PDGH�IRU�FRQIRUPDQFH�QR�OHVV
WKDQ�HYHU\�����OLQHDO�IHHW�RI�50=���7HQ
FRQLIHU�WUHHV��LQ�DGGLWLRQ�WR�WKH�UHTXLUHG
EDVDO�DUHD��SHU�DFUH�RQ�HDFK�VLGH�RI�WKH
VWUHDP�WKDW�DUH�JUHDWHU�WKDQ����LQFKHV�GEK
DUH�WR�EH�UHWDLQHG�LQ�HLWKHU�%DQG����RU�%DQG
��LI�QRW�SUHVHQW�LQ�%DQG�����7LPEHU�KDUYHVW
ZRXOG�EH�VLQJOH�WUHH�VHOHFWLRQ�XVLQJ
3$/&2ªV�/DWH�6HUDO�6HOHFWLRQ��+LJK
5HVLGXDO�%DVDO�$UHD�3UHVFULSWLRQ��DQG�WKHUH
ZRXOG�EH�D�PD[LPXP�RI�RQH�HQWU\�HYHU\���
\HDUV���1R�PRUH�WKDQ����SHUFHQW�RI�FRQLIHU
EDVDO�DUHD�FRXOG�EH�UHPRYHG�LQ�D�VLQJOH
HQWU\���2QO\�IXOO�VXVSHQVLRQ�VN\OLQH�ORJJLQJ
ZRXOG�EH�DOORZHG�WKURXJK�%DQG����H[FHSW�LQ
VSHFLILHG�VLWXDWLRQV���%DQG���ZRXOG�DOVR�EH
DQ�((=���7KH�RXWHU�EDQG��%DQG�����IURP
����IHHW�WR�����IHHW��ZRXOG�DOORZ�PRUH
H[WHQVLYH�VHOHFWLYH�WLPEHU�KDUYHVW�WKDQ
%DQG���DQG�ZRXOG�DOVR�EH�DQ�((=���$W�OHDVW
����VTXDUH�IHHW�RI�SUH�KDUYHVW�FRQLIHU�EDVDO
DUHD�SHU�DFUH�RI�50=�ZRXOG�EH�UHTXLUHG�
ZLWK�DW�OHDVW�����VTXDUH�IHHW�RI�SRVW�KDUYHVW
FRQLIHU�EDVDO�DUHD�SHU�DFUH�RI�50=���7LPEHU
KDUYHVW�ZRXOG�EH�VLQJOH�WUHH�VHOHFWLRQ�XVLQJ
3$/&2ªV�/DWH�6HUDO��6HOHFWLRQ�7DUJHW�:+5
��3UHVFULSWLRQ���6LPLODU�WR�%DQG��
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Table 2.5-3a.  Summary of RMZ Prescriptions for the Proposed HCP (Alternatives 2 and
2a) and Alternative 4
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Table 2.5-3b.  Summary of Class II Default (47-year) RMZ Prescriptions for the Proposed
HCP (Alternatives 2 and 2a) and Alternative 4
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SUHVFULSWLRQV��WKHUH�ZRXOG�EH�D�PD[LPXP�RI
RQH�HQWU\�HYHU\����\HDUV��DQG�QR�PRUH�WKDQ
���SHUFHQW�RI�FRQLIHU�EDVDO�DUHD�FRXOG�EH
UHPRYHG�LQ�D�VLQJOH�HQWU\���)RU�VORSHV�OHVV
WKDQ����SHUFHQW�LQ�%DQG����SRUWLRQV�RI
GRZQHG�ZRRG�FDQ�EH�UHPRYHG���)RU�VORSHV
JUHDWHU�WKDQ�RU�HTXDO�WR����SHUFHQW�LQ�%DQG
���DOO�GRZQHG�ZRRG�PXVW�EH�UHWDLQHG�H[FHSW
LQ�VSHFLILHG�VLWXDWLRQV��$SSHQGL[�(��

&ODVV�,�6WUHDPV��'HIDXOW�6WUDWHJ\¦7KH
GHIDXOW�VWUDWHJ\�LV�VLPLODU�WR�WKH�LQWHULP
VWUDWHJ\�ZLWK�WKH�IROORZLQJ�DGGLWLRQV��7DEOH
�����D�DQG�)LJXUH������D����7KH�WHQ�FRQLIHU
WUHHV��DGGLWLRQDO�WR�WKH�EDVDO�DUHD
UHTXLUHPHQW��RYHU����LQFKHV�GEK�DUH�WR�EH
SHUPDQHQWO\�PDUNHG�IRU�UHWHQWLRQ���7KH
SRVW�KDUYHVW�FRQLIHU�EDVDO�DUHD�LQ�%DQG��
DQG�%DQG���DOVR�KDYH�UHTXLUHG�WUHH�VL]H
GLVWULEXWLRQV���&RQLIHU�WUHHV�LQ�%DQG��
FRPSULVLQJ�WKH����LQFKHV�WR����LQFKHV�GEK
FDWHJRULHV�DUH�WR�EH�SHUPDQHQWO\�PDUNHG
IRU�UHWHQWLRQ���2Q�VORSHV�JUHDWHU�WKDQ���
SHUFHQW��%DQG���LV�WR�EH�H[WHQGHG�WR�WKH
EUHDN�LQ�VORSH�RU�D�GLVWDQFH�GHWHUPLQHG�E\
WKH�PDVV�ZDVWLQJ�WHDP��L�H���ZKHUH�WKH
VORSH�GHFOLQHV�WR�OHVV�WKDQ����SHUFHQW��

&ODVV�,,�6WUHDPV��,QWHULP�6WUDWHJ\¦&ODVV
,,�VWUHDPV�ZRXOG�UHFHLYH�D�����IRRW�50=�
PHDVXUHG�E\�VORSH�GLVWDQFH��GLYLGHG�LQWR
WZR�VHSDUDWH�EDQGV�ZLWK�GLIIHULQJ
PDQDJHPHQW�SUHVFULSWLRQV��7DEOH������E��
7KH�LQQHU�EDQG��IURP�WKH�HGJH�RI�WKH
FKDQQHO�PLJUDWLRQ�]RQH�RU�YHJHWDWLRQ
WUDQVLWLRQ�OLQH�WR����IHHW��ZRXOG�EH�D
UHVWULFWHG�KDUYHVW�]RQH��WKHUH�ZRXOG�EH�QR
VDOYDJH�RI�GHDG�DQG�G\LQJ�WUHHV�RU�GRZQHG
WUHHV��DQG�LW�ZRXOG�DOVR�EH�DQ�HTXLSPHQW
H[FOXVLRQ�]RQH��((=��ZLWK�WKH�H[FHSWLRQ�RI
XVH�RI�H[LVWLQJ�RSHQ�URDGV���7LPEHU�KDUYHVW
FRXOG�RQO\�RFFXU�WR�HQKDQFH�DQG�IDFLOLWDWH
ULSDULDQ�IXQFWLRQV�EDVHG�RQ�FRPSOHWHG
ZDWHUVKHG�DQDO\VLV�DQG�D�ULSDULDQ
PDQDJHPHQW�SODQ�DJUHHG�XSRQ�E\�WKH
SHUPLWWLQJ�DJHQFLHV���7KH�VHFRQG�EDQG�
IURP����WR�����IHHW��ZRXOG�EH�D�VHOHFWLYH
HQWU\�]RQH�ZLWK�QR�VDOYDJH�RI�GHDG��G\LQJ�
RU�GRZQHG�WUHHV���7KHUH�ZRXOG�EH�D

PLQLPXP�RI�����VTXDUH�IHHW�RI�SUHKDUYHVW
FRQLIHU�EDVDO�DUHD�SHU�DFUH�IRU�HDFK�VLGH�RI
WKH�VWUHDP�DQG�D�PLQLPXP�RI�����VTXDUH
IHHW�RI�SRVW�KDUYHVW�FRQLIHU�EDVDO�DUHD�SHU
DFUH���7LPEHU�KDUYHVW�ZRXOG�EH�VLQJOH�WUHH
VHOHFWLRQ�XVLQJ�3$/&2ªV�/DWH�6HUDO�
6HOHFWLRQ�7DUJHW�:+5���3UHVFULSWLRQ�
%DVDO�DUHD�PHDVXUHPHQWV�ZRXOG�EH�PDGH
IRU�FRQIRUPDQFH�QR�OHVV�WKDQ�HYHU\����
OLQHDO�IHHW�RI�50=�DQG�WKHUH�ZRXOG�EH�D
PD[LPXP�RI�RQH�HQWU\�HYHU\����\HDUV���1R
PRUH�WKDQ����SHUFHQW�RI�FRQLIHU�EDVDO�DUHD
FRXOG�EH�UHPRYHG�LQ�D�VLQJOH�HQWU\���2QO\
IXOO�VXVSHQVLRQ�VN\OLQH�ORJJLQJ�ZRXOG�EH
DOORZHG�WKURXJK�WKH�50=V��H[FHSW�LQ
VSHFLILHG�VLWXDWLRQV���7KH�VHFRQG�EDQG
ZRXOG�DOVR�EH�DQ�((=�

&ODVV�,,�6WUHDPV��'HIDXOW�6WUDWHJ\¦8QGHU
WKH�SURSRVHG�GHIDXOW�PLWLJDWLRQ��$SSHQGL[
(���WLPEHU�KDUYHVW�DORQJ�&ODVV�,,�VWUHDPV
WDNHV�LQWR�DFFRXQW�VHYHUDO�VSHFLILF�DVSHFWV�RI
WKH�ULSDULDQ�]RQH��7DEOH������E�DQG�)LJXUH
�����E����7KH�ILUVW�FRQVLGHUDWLRQ�LV�ZKHWKHU
WKH�DUHD�LV�ZLWKLQ�WKH�+XPEROGW�:$$��WKLV
DUHD�LV�GLVWLQJXLVKHG�EHFDXVH�RI�WKH�IRJ
LQIOXHQFH�DQG�LWV�ORZHU�VXPPHU
WHPSHUDWXUHV���0LWLJDWLRQ�PHDVXUHV�DOVR
YDU\�DFFRUGLQJ�WR�ZKHWKHU�WKH�VWUHDP
FKDQQHO�VLGHVORSH�LV�OHVV�WKDQ�RU�JUHDWHU
WKDQ����SHUFHQW���$GGLWLRQDOO\��PLWLJDWLRQ
PHDVXUHV�YDU\�LQ�UHODWLRQVKLS�WR�ZKHWKHU
WKH�WLPEHU�W\SH�LV�UHGZRRG�RU�'RXJODV�ILU�
7KHVH�WZR�WLPEHU�W\SHV�DUH�VHSDUDWHG
EHFDXVH�D�ODUJH�SURSRUWLRQ�RI�UHGZRRGV
UHVSURXW�DIWHU�KDUYHVW��UHVXOWLQJ�LQ�OHVV
GLHEDFN�RI�WKH�URRW�V\VWHPV�FRPSDUHG�WR
'RXJODV�ILU�URRWV�

)RU�&ODVV�,,�VWUHDPV�ZLWK�VLGHVORSHV�OHVV
WKDQ����SHUFHQW��WKHUH�DUH�VHYHUDO�YDU\LQJ
SURSRVHG�SUHVFULSWLRQV��$SSHQGL[�(����&ODVV
,,�VWUHDPV�ZRXOG�KDYH�D�����IRRW�50=�
H[FHSW�LQ�WKH�+XPEROGW�:$$�ZKHUH�WKH\
ZRXOG�KDYH�D�����IRRW�50=���6LPLODU�WR
&ODVV�,�VWUHDPV��50=V�DORQJ�&ODVV�,,
VWUHDPV�ZRXOG�EH�GLYLGHG�LQWR�EDQGV��EXW
RQO\�WZR�EDQGV�ZRXOG�EH�GHILQHG���,Q�WKH
'RXJODV�ILU�WLPEHU�W\SH��WKH�LQQHU�EDQG�
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%DQG����RI�WKDW�]RQH��IURP�WKH�FKDQQHO�HGJH
WR����IHHW��ZRXOG�EH�D�QR�KDUYHVW�EDQG�
%DQG����IURP����WR�����IHHW��ZRXOG�EH
PDQDJHG�ZLWK�3$/&2ªV�ODWH�VHUDO
SUHVFULSWLRQ�ZLWK�D�:+5���WDUJHW���,Q�WKH
UHGZRRG�WLPEHU�W\SH��WKH�HQWLUH�����IRRW
50=�ZRXOG�EH�PDQDJHG�ZLWK�3$/&2ªV�/DWH
6HUDO�3UHVFULSWLRQ�ZLWK�D�:+5���WDUJHW���,Q
WKH�+XPEROGW�:$$�IRU�WKH�UHGZRRG�WLPEHU
W\SH��%DQG���ZRXOG�EH�D����IRRW��UHVWULFWHG
QR�KDUYHVW�]RQH���%DQG����IURP����WR����
IHHW��ZRXOG�UHFHLYH�3$/&2ªV�ODWH�VHUDO
SUHVFULSWLRQ�ZLWK�D�:+5���WDUJHW�

)RU�&ODVV�,,�VWUHDPV�ZLWK�VLGHVORSHV�JUHDWHU
WKDQ�RU�HTXDO�WR����SHUFHQW��%DQG����IURP
WKH�FKDQQHO�HGJH�WR����IHHW��ZRXOG�EH�D
UHVWULFWHG�QR�KDUYHVW�DUHD�IRU�ERWK�WKH
UHGZRRG�DQG�'RXJODV�ILU�WLPEHU�W\SHV��ERWK
LQVLGH�DQG�RXWVLGH�RI�WKH�+XPEROGW�:$$�
%DQG�������WR�����RU�����IHHW�GHSHQGLQJ�RQ
ZKHWKHU�LW�LV�LQVLGH�RU�RXWVLGH�WKH
+XPEROGW�:$$��ZRXOG�UHFHLYH�3$/&2ªV
ODWH�VHUDO�SUHVFULSWLRQ�ZLWK�D�:+5���WDUJHW�
,I�WKH�VWHHS�VLGHVORSHV�H[WHQG�PRUH�WKDQ�WKH
����RU�����IHHW��WKH�ODWH�VHUDO�SUHVFULSWLRQ�LV
DSSOLHG�WR�VORSH�EUHDN�RU�D�GLVWDQFH
GHWHUPLQHG�E\�WKH�PDVV�ZDVWLQJ�WHDP��L�H��
ZKHUH�WKH�VORSH�GHFOLQHV�WR�OHVV�WKDQ���
SHUFHQW��

&ODVV�,,,�6WUHDPV��,QWHULP�DQG�'HIDXOW
6WUDWHJ\¦7LPEHU�KDUYHVW�DORQJ�&ODVV�,,,
VWUHDPV�ZRXOG�EH�DOORZHG�WR�VWUHDPEDQN�
EXW�WKHUH�ZRXOG�EH�HLWKHU�DQ�HTXLSPHQW
OLPLWDWLRQ�]RQH��(/=��RU�DQ�((=��WKH�ZLGWK
RI�ZKLFK�ZRXOG�YDU\�ZLWK�VORSH��7DEOH�����
�D����)RU�VORSHV�OHVV�WKDQ����SHUFHQW��WKH
(/=�ZRXOG�EH����IHHW��IRU�VORSHV�IURP����WR
���SHUFHQW��WKH�(/=�ZRXOG�EH����IHHW��DQG
IRU�VORSHV�JUHDWHU�WKDQ����SHUFHQW��WKH�((=
ZRXOG�EH�����IHHW���1R�ILUH�LJQLWLRQ�ZRXOG�EH
DOORZHG�LQ�WKHVH�(/=V���,Q�DGGLWLRQ�WR�WKH
DERYH��/:'�LQ�WKH�FKDQQHO�ZRXOG�QRW�EH
UHPRYHG���$OVR��WKHUH�ZRXOG�EH�QR�UHPRYDO
RI�GRZQHG�ZRRG�ZLWKLQ�WKH�(/=�RU�((=�
H[FHSW�IRU�HPHUJHQFLHV�SHU�DJUHHPHQW�ZLWK
10)6��):6��FRQVLVWHQW�ZLWK�WKH�+&3��WKH

10)6�DQG�):6�ELRORJLFDO�RSLQLRQV��DQG
WKH�,$�

+LOOVORSH�0DQDJHPHQW��,QWHULP�6WUDWHJ\¦
,Q�WKH�LQWHULP�WKUHH�\HDU�SHULRG
SUHVFULSWLRQ��$SSHQGL[�(��LQ�DUHDV�ZLWK�D
ODQGVOLGH�KD]DUG�UDWLQJ�RI�H[WUHPH��SOXV
LQQHU�JRUJHV��KHDGZDOO�VZDOHV��DQG�XQVWDEOH
DUHDV��QR�KDUYHVWLQJ�DQG�QR�QHZ�URDGV
ZRXOG�EH�DOORZHG�ZLWKRXW�D�JHRORJLVWªV
UHSRUW�UHFRPPHQGLQJ�DOWHUQDWLYH
SUHVFULSWLRQV�WKDW�DUH�DSSURYHG�E\�&')���,Q
DUHDV�ZKHUH�WKH�ODQGVOLGH�KD]DUG�UDWLQJ�LV
YHU\�KLJK�RU�KLJK��QR�QHZ�URDGV�DQG�QR
RSHUDWLRQ�RI�KHDY\�HTXLSPHQW�RII�WKH
H[LVWLQJ�URDGV�ZRXOG�RFFXU�ZLWKRXW�D
JHRORJLVWªV�UHSRUW�UHFRPPHQGLQJ�DOWHUQDWLYH
SUHVFULSWLRQV���7KH�10)6��&')*��DQG�(3$�
RU�WKH�1RUWK�&RDVW�5HJLRQDO�:DWHU�4XDOLW\
&RQWURO�%RDUG��1&5:4&%���ZRXOG�EH
QRWLILHG�RI�DOO�7+3V�VXEPLWWHG�RQ�DUHDV�RI
H[WUHPH��YHU\�KLJK��DQG�KLJK�PDVV�ZDVWLQJ
SRWHQWLDO��LQ�DGGLWLRQ�WR�LQQHU�JRUJHV�
KHDGZDOO�VZDOHV��DQG�XQVWDEOH�DUHDV���7KH
DJHQFLHV�PXVW�UHVSRQG�ZLWK�FRQFHUQV
ZLWKLQ����GD\V�

+LOOVORSH�0DQDJHPHQW��'HIDXOW�6WUDWHJ\¦
8QGHU�WKH�KLOOVORSH�PDQDJHPHQW�GHIDXOW
SUHVFULSWLRQV��$SSHQGL[�(���ODQGVOLGH
KD]DUG�]RQH�DUHDV�ZLWK�UDWLQJV�RI�H[WUHPH�
YHU\�KLJK��DQG�KLJK��LQFOXGLQJ�LQQHU�JRUJHV�
ZRXOG�EH�QR�KDUYHVW�]RQHV�DQG�ZRXOG�KDYH
QR�QHZ�URDGV�EXLOW���7KHVH�UHVWULFWLRQV
ZRXOG�DSSO\�XQOHVV�D�SURIHVVLRQDO�JHRORJLVW�
D�IRUHVWHU��DQG�DW�OHDVW�RQH�DJHQF\�ELRORJLVW
GHWHUPLQH�LI�DOWHUQDWLYH�SUHVFULSWLRQV�DUH
DSSURSULDWH�DQG�DUH�QRW�OLNHO\�WR�LQFUHDVH
WKH�ULVN�RI�KLOOVORSH�IDLOXUH���$GGLWLRQDO
GHWDLOV�DUH�LQFOXGHG�LQ�$SSHQGL[�(�

5RDG�0DQDJHPHQW��,QWHULP�DQG�'HIDXOW
6WUDWHJ\¦3$/&2�ZRXOG�HQVXUH�WKDW�DOO
QHZ�URDGV�DQG�ODQGLQJV�UHODWHG�WR�7+3V
FRPSO\�ZLWK�WKH�VSHFLILFDWLRQV�GHVFULEHG�LQ
WKH�+DQGERRN�IRU�)RUHVW�DQG�5DQFK�5RDGV
�:HDYHU�DQG�+DJDQV����������)RXU�KXQGUHG
PLOHV�RI�QHZ�URDGV�ZLOO�EH�FRQVWUXFWHG
XQGHU�WKLV�DOWHUQDWLYH�ZLWK�DQ
XQGHWHUPLQHG�XQOLPLWHG�DPRXQW�RI�URDG
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UHFRQVWUXFWLRQ���6RPH�RI�WKH
FRQVWUXFWLRQ�UHFRQVWUXFWLRQ�FRQVWUDLQWV�DUH
DV�IROORZV�

• &RQVWUXFWLRQ�ZRXOG�EH�DYRLGHG�LQ�KLJK
ULVN�DUHDV�VXFK�DV�LQQHU�JRUJHV�
XQVWDEOH�WHUUDLQ��DQG�RQ�VORSHV�JUHDWHU
WKDQ����SHUFHQW�XQOHVV�WKH�URDGV�DUH
HYDOXDWHG�E\�D�FHUWLILHG�HQJLQHHULQJ
JHRORJLVW�DQG�VXEPLWWHG�WR�WKH�DJHQFLHV
ZLWK�WKH�7+3�EHIRUH�7+3�SUH�KDUYHVW
LQVSHFWLRQ�

• 7KH�H[LVWLQJ�URDG�QHWZRUN�ZRXOG�DOVR
EH�LQWHQVHO\�PRQLWRUHG�IRU�VHGLPHQW
SURGXFWLRQ�SUREOHPV�RQFH�\HDUO\�DQG
LQFLGHQWDOO\�GXULQJ�WKH�ZLQWHU�SHULRG�

,Q�DGGLWLRQ�WR�WKH�DERYH��WKH�URDG
PDQDJHPHQW�SUHVFULSWLRQV��$SSHQGL[�(�
LQFOXGH�DQ�DVVHVVPHQW�RI�WKH�H[LVWLQJ�URDG
QHWZRUN�DQG�VHGLPHQW�VRXUFHV��UHVWRUDWLRQ
RI�VHGLPHQW�GHOLYHU\�VLWHV��VWRUP�SURRILQJ
DOO�URDGV�DW�D�UDWH�RI�DW�OHDVW�����PLOHV�SHU
GHFDGH�RYHU�D����\HDU�SHULRG��XSJUDGLQJ
7+3�UHODWHG�URDGV��DQG�PDLQWHQDQFH�DQG
XVH�RI�H[LVWLQJ�URDGV�

2WKHU�FRPSRQHQWV�DQG�DGGLWLRQDO�GHWDLOV�RI
WKH�SURSRVHG�+&3�DUH�GHVFULEHG�LQ�6HFWLRQ
����DQG�LQ�3$/&2��������

�������� 5HVHUYH�0DQDJHPHQW

7KH�SXUSRVH�RI�DFTXLULQJ�WKH�+HDGZDWHUV
)RUHVW�DUHD�LV�WR�SURWHFW�ROG�JURZWK
UHGZRRG�IRUHVWV�DQG�DVVRFLDWHG�WKUHDWHQHG
DQG�HQGDQJHUHG�VSHFLHV���7KH�6HFUHWDU\�RI
WKH�,QWHULRU�KDV�LGHQWLILHG�WKH�%/0�DV�WKH
IHGHUDO�DJHQF\�UHVSRQVLEOH�IRU�PDQDJLQJ
WKH�+HDGZDWHUV�5HVHUYH���7KH�&DOLIRUQLD
5HVRXUFHV�$JHQF\�ZRXOG�EH�UHVSRQVLEOH�IRU
PDQDJLQJ�WKH�+HDGZDWHUV�RU�ZRXOG�DSSRLQW
D�VWDWH�DJHQF\�WR�FDUU\�RXW�WKDW�UROH�
$FTXLVLWLRQ�RI�WKH�+HDGZDWHUV�)RUHVW�E\�WKH
IHGHUDO�DQG�VWDWH�JRYHUQPHQWV�ZRXOG
UHTXLUH�D�GHWDLOHG�VFKHGXOH�RI�PDQDJHPHQW
DFWLYLWLHV�WR�DFFRPSOLVK�WKH�JRDOV�RI
SURWHFWLQJ�ROG�JURZWK�UHGZRRG�IRUHVWV�DQG
DVVRFLDWHG�WKUHDWHQHG�DQG�HQGDQJHUHG
VSHFLHV���7KH�FXUUHQW�(,6�(,5�GRHV�QRW�VHHN

WR�GHYHORS�WKDW�GHWDLOHG�VFKHGXOH��RU�WR
DSSURYH�VLWH�VSHFLILF�PDQDJHPHQW�DFWLRQV�
5DWKHU��LW�SURYLGHV�EURDG�PDQDJHPHQW
GLUHFWLRQ�IRU�WKH�+HDGZDWHUV�5HVHUYH�
FRQVLVWHQW�ZLWK�WKH�FRQVHUYDWLRQ�SXUSRVHV
IRU�ZKLFK�WKH�ODQGV�DUH�WR�EH�DFTXLUHG�
0DQDJHPHQW�ZRXOG�EH�JXLGHG�E\�WKH
IROORZLQJ�IXQGDPHQWDO�SULQFLSOHV�

• 3URWHFWLRQ�DQG�PRQLWRULQJ�RI�WHUUHVWULDO
DQG�DTXDWLF�WKUHDWHQHG�DQG�HQGDQJHUHG
VSHFLHV

• 3URWHFWLRQ�RI�RWKHU�ZLOGOLIH�VSHFLHV

• 3URWHFWLRQ�RI�QDWXUDO�YDOXHV�
SDUWLFXODUO\�ROG�JURZWK�DQG�ULSDULDQ
YDOXHV

• 3URYLGLQJ�WKH�SXEOLF�UHDVRQDEOH�DFFHVV
WR��DQG�DQ�RSSRUWXQLW\�WR�HQMR\��WKH
+HDGZDWHUV�DUHD�FRQVLVWHQW�ZLWK
SURWHFWLRQ�RI�ZLOGOLIH�DQG�RWKHU�QDWXUDO
UHVRXUFHV�DQG�VR�WKDW�ODWH�VXFFHVVLRQDO
DQG�ROG�JURZWK�KDELWDWV�ZRXOG�QRW�EH
FRPSURPLVHG�E\�YLVLWRU�OHYHOV

• 5HKDELOLWDWLRQ�DQG�UHVWRUDWLRQ�RI
SUHYLRXVO\�ORJJHG�DUHDV�ZLWKLQ�WKH
DFTXLUHG�ODQGV

• &ROODERUDWLYH�IHGHUDO��VWDWH��DQG�ORFDO
JRYHUQPHQW�PDQDJHPHQW�UHVSRQVLELOLW\

6HFWLRQ�����RI�WKH������'HSDUWPHQW�RI
,QWHULRU�$SSURSULDWLRQV�$FW��3/�������
�$SSHQGL[�%��LQGLFDWHV�WKDW�D�FRQFLVH
PDQDJHPHQW�SODQ�IRU�WKH�+HDGZDWHUV
5HVHUYH�VKDOO�EH�GHYHORSHG�DQG�SHULRGLFDOO\
DPHQGHG�DV�QHFHVVDU\�E\�WKH�6HFUHWDU\�RI
WKH�,QWHULRU�LQ�FRQVXOWDWLRQ�ZLWK�WKH�VWDWH�RI
&DOLIRUQLD���7KH�PDQDJHPHQW�JRDOV�IRU�WKH
SODQ�VKDOO�EH�WR�FRQVHUYH�DQG�VWXG\�WKH
ODQG��ILVK��ZLOGOLIH��DQG�IRUHVWV�RFFXUULQJ�LQ
WKH�5HVHUYH��ZKLOH�SURYLGLQJ�IRU
UHFUHDWLRQDO�RSSRUWXQLWLHV�DQG�RWKHU
PDQDJHPHQW�JRDOV���7KH�SODQ�VKDOO�DGGUHVV
WKHVH�PDQDJHPHQW�LVVXHV�

• 6FLHQWLILF�UHVHDUFK�RQ�IRUHVWV��ILVK�
ZLOGOLIH��DQG�RWKHU�DFWLYLWLHV�WKDW�ZRXOG
EH�IRVWHUHG�DQG�SHUPLWWHG�RQ�WKH
+HDGZDWHUV�5HVHUYH
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• 3URYLGLQJ�UHFUHDWLRQDO�RSSRUWXQLWLHV�RQ
WKH�+HDGZDWHUV�5HVHUYH

• $FFHVV�WR�WKH�+HDGZDWHUV�5HVHUYH

• &RQVWUXFWLRQ�RI�PLQLPDOO\�QHFHVVDU\
IDFLOLWLHV�ZLWKLQ�WKH�+HDGZDWHUV
5HVHUYH�VR�DV�WR�PDLQWDLQ�LWV�HFRORJLFDO
LQWHJULW\

• 2WKHU�PDQDJHPHQW�QHHGV

• $Q�DQQXDO�EXGJHW�IRU�WKH�PDQDJHPHQW
RI�WKH�5HVHUYH��LQFOXGLQJ�SURMHFWHG
UHYHQXHV��VXFK�DV�IHHV�IRU�UHVHDUFK�DQG
UHFUHDWLRQ��DQG�SURMHFWHG�H[SHQVHV

7KH�LQLWLDO�IHGHUDO�ILQDQFLDO�SODQ�IRU�WKH
+HDGZDWHUV�5HVHUYH�$FTXLVLWLRQ��ZKLFK�ZDV
VXEPLWWHG�WR�&RQJUHVV�RQ�0D\����������LV
FRQWDLQHG�LQ�$SSHQGL[�)���7KLV�SODQ�ZDV
GHYHORSHG�FRRSHUDWLYHO\�ZLWK�WKH�&DOLIRUQLD
5HVRXUFHV�$JHQF\�DQG�RWKHU�VWDWH�DQG
IHGHUDO�DJHQFLHV���7KDW�ILQDQFLDO�SODQ
LQGLFDWHV�WKDW�WKH�PDQDJHPHQW�SODQ�IRU�WKH
+HDGZDWHUV�5HVHUYH�ZRXOG�UHO\�RQ�ILQGLQJV
RI�D�GHWDLOHG�DQG�FRPSUHKHQVLYH�HFRV\VWHP
�ZDWHUVKHG��DQDO\VLV�DQG�DQ�DVVHVVPHQW�RI
IRUHVW�VWDQG�FRQGLWLRQV�DV�SUHVFULEHG�E\�WKH
1RUWKZHVW�)RUHVW�3ODQ���([WHQVLYH�SXEOLF
LQYROYHPHQW�ZRXOG�EH�D�IXQGDPHQWDO
FRPSRQHQW�RI�WKDW�DQDO\VLV�

%HFDXVH�WKH�SULPDU\�SXUSRVHV�RI�WKH
DFTXLVLWLRQ�DQG�PDQDJHPHQW�RI�WKH
+HDGZDWHUV�)RUHVW�DUH�SURWHFWLRQ�DQG
HQKDQFHPHQW�RI�ROG�JURZWK�UHGZRRG�IRUHVW
DQG�WKUHDWHQHG�DQG�HQGDQJHUHG�VSHFLHV�
JHQHUDO�SXEOLF�XVH�ZRXOG�DOVR�EH�IRFXVHG�RQ
QRQ�GLVWXUELQJ��ORZ�LPSDFW�DFWLYLWLHV�VXFK
DV�KLNLQJ��DQLPDO�ZDWFKLQJ��DQG
LQWHUSUHWLYH�HGXFDWLRQ���6LPLODUO\��RWKHU
PDQDJHPHQW�DFWLYLWLHV�ZLWKLQ�WKH
+HDGZDWHUV�5HVHUYH��LQFOXGLQJ
UHKDELOLWDWLRQ�DQG�UHVWRUDWLRQ��ZRXOG�EH
FRQVLVWHQW�ZLWK�WKH�SULPDU\�SXUSRVH�RI
KDELWDW�DQG�VSHFLHV�SURWHFWLRQ���3XEOLF
DFFHVV�LV�H[SHFWHG�WR�EH�SURYLGHG�IURP�WKH
QRUWK�VLGH�RI�WKH�+HDGZDWHUV�5HVHUYH�
$GGLWLRQDO�DGPLQLVWUDWLYH�DFFHVV�ZRXOG�EH
QHFHVVDU\�IURP�WKH�VRXWK�LQ�RUGHU�WR�EH�DEOH
HQWHU�RWKHU�SDUWV�RI�WKH�+HDGZDWHUV

5HVHUYH���0DLQWHQDQFH�DJUHHPHQWV�ZLWK
3$/&2�IRU�URDGV�DFURVV�WKHLU�SURSHUW\
ZRXOG�EH�QHHGHG�

7KH�+HDGZDWHUV�5HVHUYH�LV�H[SHFWHG�WR�EH
PDQDJHG�FRRSHUDWLYHO\�E\�WKH�IHGHUDO��VWDWH�
DQG�ORFDO�JRYHUQPHQWV���7KLV�FRPELQHG
DSSURDFK�ZRXOG�DOORZ�WKH�DJHQFLHV�WR
FRPELQH�WKHLU�VWUHQJWKV�DQG�LQYROYH�WKH
SXEOLF�LQ�D�FRRSHUDWLYH�UHVRXUFH
PDQDJHPHQW�SODQQLQJ��&503��DSSURDFK�
([DPSOHV�RI�WKLV�W\SH�RI�FROODERUDWLYH
DSSURDFK�XVHG�LQ�&DOLIRUQLD�LQFOXGH�WKH
&RQVXPQHV�5LYHU�3UHVHUYH�LQ�VRXWK
6DFUDPHQWR�&RXQW\��WKH�&DUUL]R�3ODLQ
1DWXUDO�$UHD�LQ�6DQ�/XLV�2ELVSR�&RXQW\�
DQG�WKH�6DQWD�5RVD�1DWLRQDO�6FHQLF�$UHD�LQ
5LYHUVLGH�&RXQW\���7KH�%/0�DQG�&DOLIRUQLD
DUH�LQWHUHVWHG�LQ�GHYHORSLQJ�DQG
SDUWLFLSDWLQJ�LQ�D�FROODERUDWLYH
PDQDJHPHQW�DSSURDFK�IRU�WKH�+HDGZDWHUV
5HVHUYH���2QFH�WKH�+HDGZDWHUV�5HVHUYH�LV
DFTXLUHG��VXFK�D�FRRSHUDWLYH�DJUHHPHQW
SUREDEO\�ZRXOG�EH�GHYHORSHG�DPRQJ�WKH
SDUWLHV���6XFK�DQ�DJUHHPHQW�LV�H[SHFWHG�WR
RXWOLQH�HDFK�DJHQF\ªV�UROHV�DQG
UHVSRQVLELOLWLHV�IRU�PDQDJLQJ�WKH�IRUHVW�DQG
WKH�EXGJHWDU\�UHVRXUFHV�QHHGHG�IRU
LPSOHPHQWDWLRQ�

$GGLWLRQDOO\��6HFWLRQ�����K��RI�WKH�����
'HSDUWPHQW�RI�,QWHULRU�$SSURSULDWLRQV�$FW�
3/���������$SSHQGL[�%��DXWKRUL]HG�WKH
HVWDEOLVKPHQW�RI�WKH�+HDGZDWHUV�)RUHVW
0DQDJHPHQW�7UXVW���7KLV�SRVVLELOLW\�ZRXOG
EH�FRQVLGHUHG�DV�DQ�RSWLRQ�RQFH�WKH
DFTXLVLWLRQ�LV�FRPSOHWH��DQG�WKH�FRRSHUDWLYH
PDQDJHPHQW�SODQ�KDV�EHHQ�GHYHORSHG�

6LWH�VSHFLILF�PDQDJHPHQW�DQG�UHVWRUDWLRQ
DFWLYLWLHV�ZLWKLQ�WKH�+HDGZDWHUV�5HVHUYH
ZRXOG�UHTXLUH�VHSDUDWH�1(3$�DQG�&(4$
DQDO\VLV�EHIRUH�IRU�DSSURYDO���3XEOLF
SDUWLFLSDWLRQ�ZRXOG�RFFXU�GXULQJ�WKHVH
SURFHVVHV���&RVWV�IRU�SUHSDULQJ�DQG
LPSOHPHQWLQJ�PDQDJHPHQW�DFWLYLWLHV�ZRXOG
EH�ERUQH�E\�HDFK�RI�WKH�FRRSHUDWLQJ
DJHQFLHV�
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������ 6XEDOWHUQDWLYH��D��1R�(ON�5LYHU
3URSHUW\�

7KLV�VXEDOWHUQDWLYH�ZDV�GHYHORSHG�WR
UHVSRQG�WR�WKH�SRVVLELOLW\�WKDW�QR�DJUHHPHQW
FDQ�EH�UHDFKHG�EHWZHHQ�WKH�3$/&2�DQG
(ON�5LYHU�7LPEHU�&RPSDQ\�IRU�D�ODQG
SXUFKDVH��VHH�)LJXUHV������F�DQG������E�DQG
7DEOHV�������DQG����������8QGHU�WKLV
DOWHUQDWLYH��WKH�(ON�5LYHU�3URSHUW\�ZRXOG
QRW�EH�SXUFKDVHG�DQG�VSOLW�DPRQJ�3$/&2
DQG�WKH�IHGHUDO�DQG�VWDWH�JRYHUQPHQWV�
&RQVHTXHQWO\��D�VPDOOHU�UHVHUYH�ZRXOG�EH
HVWDEOLVKHG�WKDQ�LQ�$OWHUQDWLYH���EHFDXVH
WKH�������DFUHV�RI�3UHVHUYHG�(ON�5LYHU
3URSHUW\�ZRXOG�QRW�EH�LQFOXGHG���7KH
UHVHUYH�ZRXOG�EH�DSSUR[LPDWHO\�������DFUHV
DQG�ZRXOG�EH�LQ�SXEOLF�RZQHUVKLS���7KH
UHVHUYH�ZRXOG�FRQVLVW�RI�������DFUHV�RI�WKH
+HDGZDWHUV�)RUHVW�DQG�������DFUHV�RI�(ON
+HDG�6SULQJV�)RUHVW�FXUUHQWO\�RZQHG�E\
3$/&2���,W�ZRXOG�EH�PDQDJHG�DV�GHVFULEHG
LQ�$OWHUQDWLYH�����7KH�IHGHUDO�DQG�VWDWH
JRYHUQPHQWV�ZRXOG�SD\�IRU�WKH�SURSHUW\
SXUFKDVH�IURP�3$/&2�E\�FDVK�RQO\���$OO
RWKHU�FRPSRQHQWV�RI�WKLV�VXEDOWHUQDWLYH�DUH
WKH�VDPH�DV�IRU�$OWHUQDWLYH���

AB 1986 Conditions

,QFOXGLQJ�WKH�FRQGLWLRQV�FRQWDLQHG�LQ�$%
�����LQ�WKH�ILQDO�+&3�ZRXOG�UHVXOW�LQ
VHYHUDO�PRGLILFDWLRQV�WR�3$/&2ªV�GUDIW
+&3�DQG�WKH�SURSRVHG�DFWLRQ�GHVFULEHG
DERYH��SDUWLFXODUO\�ZLWK�UHVSHFW�WR�WKH
+&3ªV�SURSRVHG�DTXDWLF�VWUDWHJ\���7KH
WKUHH�\HDU�LQWHULP�VWUDWHJ\�IRU�DOO�&ODVV�,�
,,��DQG�,,,�VWUHDPV�ZRXOG�EH�HOLPLQDWHG
IURP�WKH�GUDIW�+&3���7KH�GHIDXOW�DTXDWLF
VWUDWHJ\��RXWOLQHG�LQ�WKH�-DQXDU\���������
GRFXPHQW�HQWLWOHG�§,QWHUDJHQF\�)HGHUDO�
6WDWH�$TXDWLF�6WUDWHJ\�DQG�0LWLJDWLRQ�IRU
7LPEHU�+DUYHVW�DQG�5RDGV�IRU�WKH�3$/&2
+&3��$SSHQGL[�(��SDUW����¨�ZRXOG�DSSO\�
ZLWK�FHUWDLQ�PRGLILFDWLRQV��WKURXJKRXW�WKH
SHUPLW�SHULRG�XQWLO�VLWH�VSHFLILF
SUHVFULSWLRQV�IRU�&ODVV�,��,,��DQG�,,,�VWUHDPV
DUH�GHYHORSHG�WKURXJK�ZDWHUVKHG�DQDO\VLV
DQG�LPSOHPHQWHG�E\�3$/&2�

7KH�OHJLVODWLRQ�PRGLILHV�WKH�GHIDXOW�DTXDWLF
VWUDWHJ\�WR�SURYLGH�IRU�����IRRW��QR�FXW
EXIIHUV�RQ�HDFK�VLGH�RI�HDFK�&ODVV�,�VWUHDPV
XQWLO��IROORZLQJ�FRPSOHWLRQ�RI�ZDWHUVKHG
DQDO\VLV��VLWH�VSHFLILF�SUHVFULSWLRQV�IRU�WKH
ZDWHUFRXUVH�KDYH�EHHQ�HVWDEOLVKHG�E\�):6
RU�10)6�DQG�LPSOHPHQWHG�E\�3$/&2���2Q
&ODVV�,,�VWUHDPV�����IRRW��QR�FXW�EXIIHUV
ZRXOG�EH�UHTXLUHG��XQWLO�VLWH�VSHFLILF
SUHVFULSWLRQV�KDYH�EHHQ�LPSOHPHQWHG�E\
WKH�FRPSDQ\�IROORZLQJ�WKH�ZDWHUVKHG
DQDO\VLV�SURFHVV�RXWOLQHG�DERYH���8QGHU�WKH
OHJLVODWLRQ�WKH�VLWH�VSHFLILF�SUHVFULSWLRQV
GHYHORSHG�WKURXJK�ZDWHUVKHG�DQDO\VLV�PD\
QRW�UHVXOW�LQ�QR�FXW�EXIIHUV�RI�OHVV�WKDQ���
RU�PRUH�WKDQ�����IHHW�RQ�&ODVV�,�DQG�,,
VWUHDPV���7KH�H[FHSWLRQ�ZRXOG�EH�WKDW
VPDOOHU�QR�FXW�EXIIHUV�RQ�&ODVV�,,�VWUHDPV
PLJKW�EH�HVWDEOLVKHG�ZKHUH�HLWKHU�):6�RU
10)6�GHWHUPLQHV�VPDOOHU�EXIIHUV�ZRXOG
EHQHILW�DTXDWLF�VSHFLHV�RU�KDELWDW�

7KH�OHJLVODWLRQ�SURYLGHV�IRU�3$/&2�WR
GHYHORS��LQ�FRQVXOWDWLRQ�ZLWK�):6�DQG
10)6��D�VFKHGXOH�WKDW�UHVXOWV�LQ
FRPSOHWLRQ�RI�WKH�ZDWHUVKHG�DQDO\VLV
SURFHVV�ZLWKLQ�ILYH�\HDUV���,W�DOVR�SURYLGHV
IRU�):6�DQG�10)6��LQ�FRQVXOWDWLRQ�ZLWK
&')��&')*��DQG�WKH�1&5:4&%��WR
GHYHORS�D�SHHU�UHYLHZ�SURFHVV�WR�HYDOXDWH�
RQ�D�VSRW�FKHFN�EDVLV��WKH�DSSURSULDWHQHVV
RI�FRPSOHWHG�DQDO\VHV�DQG�SUHVFULSWLRQV
HVWDEOLVKHG�WKURXJK�WKH�ZDWHUVKHG�DQDO\VLV
SURFHVV�

:KLOH�3$/&2�PD\�HOHFW��XQGHU�WKH�GUDIW
+&3��WR�SURWHFW�HLWKHU�WKH�2ZO�&UHHN
00&$�RU�WKH�*UL]]O\�&UHHN�00&$�IRU�WKH
OLIH�RI�WKH�SHUPLW��WKH�OHJLVODWLRQ�UHTXLUHV
SURWHFWLRQ�RI�WKH�2ZO�&UHHN�00&$�UDWKHU
WKDQ�WKH�*UL]]O\�&UHHN�00&$���,W�DOVR
UHTXLUHV�WKDW�DOO�00&$V��RWKHU�WKDQ�WKH
*UL]]O\�&UHHN�00&$��EH�SURWHFWHG�IRU�WKH
SHUPLW�WHUP��DV�GHILQHG�LQ�WKH�)HEUXDU\����
������3UH�3HUPLW�$JUHHPHQW�LQ�3ULQFLSOH�
(IIHFWLYH�-XO\����������WKH�OHJLVODWLRQ
DSSURSULDWHV�XS�WR�����PLOOLRQ�WR�SXUFKDVH
WKH�2ZO�&UHHN�00&$�DQG�XS�WR�����PLOOLRQ
WR�SXUFKDVH�WKH�*UL]]O\�&UHHN�00&$�
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:KLOH�VXFK�DSSURSULDWLRQV�ZRXOG�QRW
EHFRPH�HIIHFWLYH�ZLWKRXW�WKH�DSSURYDO�RI�WKH
,73V�DQG�6<3��SXUFKDVH�RI�HLWKHU�WKH�2ZO
&UHHN�00&$�RU�*UL]]O\�&UHHN�00&$�LV
QRW�D�FRPSRQHQW�RI�WKH�+&3�RU�WKH
SURSRVHG�DFWLRQ���$OVR�XQGHU�WKH�OHJLVODWLRQ�
D�ILYH�\HDU�PRUDWRULXP�ZRXOG�EH�SODFHG�RQ
WLPEHU�KDUYHVWLQJ��LQFOXGLQJ�VDOYDJH
ORJJLQJ�DQG�RWKHU�PDQDJHPHQW�DFWLYLWLHV�
ZLWKLQ�WKH�*UL]]O\�&UHHN�00&$�WR�SURYLGH
DQ�RSSRUWXQLW\�IRU�SXUFKDVH�DQG�SHUPDQHQW
SURWHFWLRQ�RI�WKH�DUHD�

:LWK�UHVSHFW�WR�URDG�PDQDJHPHQW
DFWLYLWLHV��WKH�OHJLVODWLRQ�UHTXLUHV�WKH
LQFOXVLRQ�RI�SUHVFULSWLRQV�RQ�URDG�UHODWHG
DFWLYLWLHV�WKDW��RQ�EDODQFH��DUH�QR�OHVV
SURWHFWLYH�RI�VSHFLHV�DQG�KDELWDW�WKDQ�WKH
SURYLVLRQV�FRQWDLQHG�LQ�WKH�)HEUXDU\����
������3UH�3HUPLW�$JUHHPHQW�LQ�3ULQFLSOH�

$V�D�JHQHUDO�PDWWHU��WKH�OHJLVODWLRQ�UHTXLUHV
WKDW�WKH�ILQDO�+&3�EH�QR�OHVV�SURWHFWLYH�RI
DTXDWLF�RU�DYLDQ�VSHFLHV�WKDQ�WKH�GUDIW
+&3��DV�DPHQGHG�E\�WKH�SURYLVLRQV�RI�WKH
OHJLVODWLRQ�

7KH�OHJLVODWLRQ�DSSURSULDWHV�����PLOOLRQ�IRU
HFRQRPLF�DVVLVWDQFH�WR�+XPEROGW�&RXQW\
FRQGLWLRQHG�RQ�DSSURYDO�RI�WKH�+&3��,73V�
DQG�DQ�,$�FRYHULQJ�3$/&2ªV�ODQGV�

7KH�PRGLILFDWLRQV�WR�3$/&2ªV�ILQDO�+&3
WKDW�DUH�UHTXLUHG�XQGHU�$%������GR�QRW
VXEVWDQWLDOO\�FKDQJH�WKH�PLWLJDWLRQ
SURSRVHG�LQ�WKH�GUDIW�+&3�DQG�$OWHUQDWLYH
����:LWK�UHVSHFW�WR�WKH�DTXDWLF�VWUDWHJ\��IRU
LQVWDQFH��WKH�VWDWH�OHJLVODWLRQ�LV�JHQHUDOO\
FRQVLVWHQW�ZLWK�WKH�GHIDXOW�DTXDWLF�VWUDWHJ\
LQFRUSRUDWHG�LQWR�WKH�GUDIW�+&3���7KH
OHJLVODWLRQ�GRHV��KRZHYHU��HVWDEOLVK�D�KLJKHU
IORRU��LQ�WKH�IRUP�RI�PLQLPXP�QR�FXW�EXIIHUV
RQ�&ODVV�,�DQG�,,�VWUHDPV��IRU�WKH�PLWLJDWLRQ
UHTXLUHG�EHIRUH�FRPSOHWLRQ�RI�WKH�ZDWHUVKHG
DQDO\VLV�SURFHVV���7KH�PLQLPXP�DQG
PD[LPXP�QR�FXW�EXIIHUV�DOORZHG�IRU�&ODVV�,
DQG�,,�VWUHDPV�XQGHU�$%������IROORZLQJ
FRPSOHWLRQ�RI�WKH�ZDWHUVKHG�DQDO\VLV
SURFHVV�DUH�DOVR�FRPSDUDEOH�WR��RU�ZLGHU
WKDQ��WKRVH�XQGHU�WKH�GHIDXOW�VWUDWHJ\

SURSRVHG�LQ�WKH�+&3�DQG�$OWHUQDWLYH���
7KH�'(,6�(,5�FRQVLGHUV�WKH�+&3
PRGLILFDWLRQV�UHTXLUHG�XQGHU�WKH�OHJLVODWLRQ
WR�EH�ZLWKLQ�WKH�LPSDFWV�DQDO\VLV�SURYLGHG
IRU�$OWHUQDWLYHV���DQG��D�DQG�GRHV�QRW�WUHDW
WKH�GUDIW�+&3��DV�PRGLILHG�E\�WKH�VWDWH
OHJLVODWLRQ��DV�D�VHSDUDWH�DOWHUQDWLYH�
:KHUH�WKH�PRGLILFDWLRQV�WR�WKH�SODQ
UHTXLUHG�E\�$%������ZRXOG�UHVXOW�LQ
GLIIHUHQW�LPSDFWV��WKH�GLIIHUHQFHV�DUH
DGGUHVVHG�TXDOLWDWLYHO\�XQGHU�WKH�LPSDFWV
DQDO\VLV�IRU�$OWHUQDWLYH���LQFOXGHG�LQ
6HFWLRQ�����DQG�&KDSWHU�7KUHH�

������ $OWHUQDWLYH����3URSHUW\�ZLGH
6HOHFWLYH�+DUYHVW�

7KLV�DOWHUQDWLYH�ZDV�GHYHORSHG�WR�UHVSRQG
WR�LVVXHV�UHODWHG�WR�HOLPLQDWLRQ�RI�FOHDUFXW
VLOYLFXOWXUDO�SUHVFULSWLRQV��UHGXFLQJ�WKH
OHYHO�RI�WLPEHU�KDUYHVW��DQG�LQFUHDVLQJ
KDELWDW�SRWHQWLDO�DFURVV�WKH�SURSHUW\��VHH
)LJXUH������E�DQG������D�DQG�7DEOHV������
DQG����������7KLV�DOWHUQDWLYH�KDV�PDQ\
FRPSRQHQWV�WKDW�GLIIHU�IURP�3$/&2ªV
SURSRVHG�+&3�DQG�6<3���7KH�PD[LPXP
\HDUO\�WLPEHU�KDUYHVW�LV�UHVWULFWHG�WR
WZR�SHUFHQW�RI�WKH�WLPEHU�LQYHQWRU\�
$GGLWLRQDOO\��DW�OHDVW����SHUFHQW�RI�WKH
SURSHUW\�PXVW�EH�ODWH�VHUDO�KDELWDW���7KH
RQO\�VLOYLFXOWXUDO�SUHVFULSWLRQ�DOORZHG
ZRXOG�EH�VHOHFWLYH�KDUYHVW�HYHU\����\HDUV
ZLWK�D�WDUJHW�RI�:+5�����8QGHU�WKLV
DOWHUQDWLYH��WKH�VDPH�UHVHUYH�ZRXOG�EH
HVWDEOLVKHG�DQG�PDQDJHG�DV�GHVFULEHG�LQ
$OWHUQDWLYH�����7KH�IHGHUDO�DQG�VWDWH�FDVK
DVVHWV�SURYLGHG�ZRXOG�DOVR�EH�WKH�VDPH�DV
$OWHUQDWLYH���

$SSUR[LPDWHO\�������DFUHV�RI�VWDQGV�ZLWK
UHVLGXDO�ROG�JURZWK�UHGZRRGV�RXWVLGH�RI�WKH
UHVHUYH�ZRXOG�QRW�EH�KDUYHVWHG�VR�DV�WR
PLQLPL]H�WDNH�RI�PDUEOHG�PXUUHOHWV�DQG
RWKHU�OLVWHG�VSHFLHV���,Q�DGGLWLRQ��HDFK
LQGLYLGXDO�VWDQG�ZRXOG�KDYH�D�����IRRW��QR�
FRPPHUFLDO�WLPEHU�KDUYHVW�EXIIHU�DURXQG�LW
WR�PLQLPL]H�HGJH�HIIHFWV�LQ�WKH�UHVLGXDO
VWDQG�DQG�WR�HQKDQFH�WKH�GHYHORSPHQW�RI
ROG�JURZWK�KDELWDW�RYHU�WLPH���8QGHU�WKLV
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DOWHUQDWLYH��QR�VDOYDJH�ORJJLQJ�ZRXOG�RFFXU�
DV�FXUUHQWO\�DSSURYHG�E\�&')�

2Q�WKH�UHPDLQLQJ�SURSHUW\��VWUHDP�EXIIHUV
ZRXOG�EH�HVWDEOLVKHG�EDVHG�RQ�D�VLWH
SRWHQWLDO�WUHH�KHLJKW�RI�����IHHW���&ODVV�,
EXIIHUV�ZRXOG�EH�����IHHW��&ODVV�,,�EXIIHUV
ZRXOG�EH�����IHHW��DQG�&ODVV�,,,�EXIIHUV
ZRXOG�EH�����IHHW���7KH\�ZRXOG�LQLWLDOO\�EH
QR�KDUYHVW�EXIIHUV���6LPLODU�WR�1RUWKZHVW
)RUHVW�3ODQ�SURFHGXUHV��KRZHYHU��WLPEHU
KDUYHVW�FRXOG�RFFXU�LQ�WKH�EXIIHUV�DIWHU
ZDWHUVKHG�DQDO\VLV�ZDV�FRQGXFWHG��DQG
VLWH�VSHFLILF�KDUYHVW�SUHVFULSWLRQV�ZHUH
LGHQWLILHG�EDVHG�RQ�ZDWHUVKHG�OHYHO�DQG
VLWH�VSHFLILF�KLOOVORSH��ULSDULDQ��DQG�VWUHDP
FRQGLWLRQV���)RU�WKH�SXUSRVHV�RI�PRGHOLQJ
ZLWKLQ�WKLV�DOWHUQDWLYH��WKHUHIRUH��QR�
KDUYHVW�EXIIHUV�IRU�&ODVV�,�VWUHDPV�DUH����
IHHW��&ODVV�,,�VWUHDPV�DUH����IHHW��DQG�&ODVV
,,,�VWUHDPV�DUH����IHHW���7KHVH�EXIIHU�ZLGWKV
ZHUH�FKRVHQ�EHFDXVH��FRPELQHG�ZLWK�WKH
DGMDFHQW�VHOHFWLYH�KDUYHVW��WKH\�SURYLGH
KLJK�OHYHOV�RI�DTXDWLF�]RQH�SURWHFWLRQ��ZKLOH
VWLOO�DOORZLQJ�WLPEHU�KDUYHVW���:LWKLQ�WKH
KDUYHVWDEOH�SRUWLRQ�RI�WKH�VWUHDP�EXIIHUV�
ODWH�VHUDO�FRQGLWLRQV�ZRXOG�EH�PDLQWDLQHG�
)RU�WKH�SXUSRVHV�RI�PRGHOLQJ��RQO\�VHOHFWLRQ
KDUYHVW�HYHU\����\HDUV�ZLWK�D�WDUJHW�RI
:+5���LV�XVHG���7KH�ILQDO�+&3��,73��DQG
6<3�ZRXOG�UHIOHFW�FRQGLWLRQV�DQG�RSHUDWLRQV
FRUUHVSRQGLQJ�WR�WKRVH�GHVFULEHG�LQ�WKLV
DOWHUQDWLYH�

$QRWKHU�FRPSRQHQW�RI�WKLV�DOWHUQDWLYH�LV�D
PD[LPXP�GLVWXUEDQFH�LQGH[�RI����SHUFHQW
SHU�:$$�

7KLV�DOWHUQDWLYH�ZRXOG�UHGXFH�VHGLPHQW
GHOLYHU\�WR�VWUHDPV�RQ�3$/&2�SURSHUW\�E\
LQFRUSRUDWLQJ�D�]HUR�QHW�VHGLPHQW�GLVFKDUJH
UHTXLUHPHQW�RQ�WKH�ILYH�ZDWHUVKHGV
LGHQWLILHG�E\�&')�DV�FXPXODWLYHO\�LPSDFWHG
IRU�VHGLPHQW���$GGLWLRQDOO\��LW�ZRXOG
LQFRUSRUDWH�WKH�SURFHGXUHV�GHVFULEHG�LQ�WKH
+DQGERRN�IRU�)RUHVW�DQG�5DQFK�5RDGV�IRU
URDG�VHGLPHQW��:HDYHU�DQG�+DJDQV�������
DQG�ZRXOG�XVH�WKH�VHGLPHQW�VRXUFH
LQYHVWLJDWLRQ�RI�WKH�ORZHU�(HO�5LYHU��3DFLILF
:DWHUVKHG�$VVRFLDWHV��������WR�EHJLQ

PLQLPL]LQJ�H[LVWLQJ�VHGLPHQW�GHOLYHU\�WR
WKH�VWUHDPV���7KHVH�WZR�SURFHGXUHV�ZRXOG
EH�DSSOLHG�DW�D�UDWH�WKDW�ZRXOG�DGGUHVV�DOO
K\GURORJLF�XQLWV��+8V��RQ�3$/&2ªV
RZQHUVKLS�E\�WKH�HQG�RI�WKH����\HDU�+&3
SHULRG���7R�DFFRPSOLVK�WKLV�JRDO��IRXU�+8V
ZRXOG�KDYH�WR�EH�DGGUHVVHG�SHU�GHFDGH�LQ
GHFDGHV�RQH�DQG�WZR��DQG�WKUHH�+8V�ZRXOG
KDYH�WR�EH�DGGUHVVHG�SHU�GHFDGH�LQ�GHFDGHV
WKUHH��IRXU��DQG�ILYH�

������ $OWHUQDWLYH�����������DFUH�1R�KDUYHVW
3XEOLF�5HVHUYH�

7KLV�DOWHUQDWLYH�ZDV�GHYHORSHG�WR�UHVSRQG
WR�WKH�LVVXH�RI�SUHVHUYLQJ�D�ODUJH�DUHD�RI
3$/&2�SURSHUW\��VHH�)LJXUHV������G��DQG
�����F�DQG�7DEOHV�������DQG����������8QGHU
WKLV�DOWHUQDWLYH��D��������DFUH�QR�KDUYHVW
5HVHUYH�ZRXOG�EH�HVWDEOLVKHG���7KLV�5HVHUYH
ERXQGDU\�ZDV�REWDLQHG�IURP�WKH�7UHHV
)RXQGDWLRQ���,W�ZRXOG�HQFRPSDVV�DOO�VL[
JURYHV�RI�UHGZRRGV�LGHQWLILHG�LQ�WKH�VFRSLQJ
FRPPHQWV�DQG����RI�WKH����00&$V��L�H���DOO
EXW�*UL]]O\�&UHHN�6RXWK�:HVW�&HQWHU��
$SSUR[LPDWHO\��������DFUHV�RI�WKH�5HVHUYH
ZRXOG�FRQVLVW�RI�3$/&2�ODQGV���2I�WKDW
DPRXQW��DERXW�������DFUHV�LV�LQ�WKH
+HDGZDWHUV�)RUHVW�DQG�(ON�+HDG�6SULQJV
)RUHVW���$SSUR[LPDWHO\�������DFUHV�RI�(ON
5LYHU�7LPEHU�&RPSDQ\�ODQG�ZRXOG�DOVR
EHFRPH�SDUW�RI�WKH�UHVHUYH���7KH�5HVHUYH
ZRXOG�EH�PDQDJHG�DV�GHVFULEHG�LQ
$OWHUQDWLYH�����2Q�WKH�UHPDLQGHU�RI�WKH
SURSHUW\�RXWVLGH�WKH��������DFUH�QR�KDUYHVW
UHVHUYH��WKH�FRQVHUYDWLRQ�VWUDWHJLHV�RI�WKH
SURSRVHG�+&3��L�H���$OWHUQDWLYH����ZRXOG�EH
DSSOLHG���6HH�6HFWLRQ�����IRU�GHWDLOV�RQ�WKRVH
FRQVHUYDWLRQ�VWUDWHJLHV�

7KH�8QLWHG�6WDWHV�DQG�WKH�6WDWH�RI
&DOLIRUQLD�ZRXOG�DFTXLUH�WKH��������DFUH
UHVHUYH�DUHD�IURP�3$/&2�DQG�(ON�5LYHU
7LPEHU�&RPSDQ\���7KH�8QLWHG�6WDWHV�DQG
WKH�6WDWH�RI�&DOLIRUQLD�ZRXOG�SD\�IRU�WKH
SXUFKDVH�RI�SURSHUW\�IURP�3$/&2�E\�FDVK
RQO\���7KH�8QLWHG�6WDWHV�DQG�WKH�6WDWH�RI
&DOLIRUQLD�ZRXOG�DOVR�SD\�IRU�WKH�(ON�5LYHU
7LPEHU�&RPSDQ\�ODQGV�ZLWK�FDVK�
$SSUR[LPDWHO\�������DFUHV�RI�(ON�5LYHU
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7LPEHU�&RPSDQ\�ODQG�WKDW�LV�RXWVLGH�WKH
ERXQGDU\�RI�WKH��������DFUH�UHVHUYH�ZRXOG
UHPDLQ�WKH�SURSHUW\�RI�(ON�5LYHU�7LPEHU
&RPSDQ\���7KH�DYDLODEOH�DVVHWV�DUH�WKRVH
GHVFULEHG�IRU�WKH�VPDOOHU�UHVHUYH��DV�GHILQHG
LQ�$OWHUQDWLYHV���DQG�����7KH�DYDLODELOLW\�RI
IHGHUDO��VWDWH��RU�SULYDWH�DVVHWV�IRU�SD\PHQW
IRU�WKH�UHPDLQGHU�RI�WKH�UHVHUYH�GHILQHG�LQ
WKLV�DOWHUQDWLYH�DQG�ZKHWKHU�3$/&2�ZRXOG
EH�D�ZLOOLQJ�VHOOHU�DUH�XQNQRZQ���7KH�ILQDO
+&3��,73��DQG�6<3�ZRXOG�UHIOHFW
FRUUHVSRQGLQJ�FRQGLWLRQV�DQG�RSHUDWLRQV�WR
WKRVH�GHVFULEHG�LQ�WKLV�DOWHUQDWLYH�

���� &203$5,621�$1'
(9$/8$7,21�2)
$/7(51$7,9(6
&216,'(5('�,1�'(7$,/

������ &RPSDULVRQ�DQG�(YDOXDWLRQ�RI
$OWHUQDWLYHV

7KLV�VHFWLRQ�SUHVHQWV�WKH�HQYLURQPHQWDO
FRQVHTXHQFHV�RI�WKH�DOWHUQDWLYHV�LQ�D
FRPSDUDWLYH�IRUPDW���7DEOH�������SUHVHQWV�D
VXPPDU\�RI�WKH�SK\VLFDO��ELRORJLFDO�
HPSOR\PHQW��DQG�WD[�UHYHQXH�FRQVHTXHQFHV
RI�WKH�DOWHUQDWLYHV���7DEOH�������VXPPDUL]HV
WKH�OHYHOV�RI�VLJQLILFDQFH�RI�WKH�YDULRXV
DOWHUQDWLYHV�LQ�UHODWLRQVKLS�WR�DOO�WKH�IDFWRUV
GLVFXVVHG�LQ�&KDSWHU���

7DEOH�������LQGLFDWHV�WKDW�LPSOHPHQWDWLRQ
RI�WKH�DOWHUQDWLYHV�ZRXOG�UHVXOW�LQ�IHZ
VLJQLILFDQW�LPSDFWV���7KLV�LV�D�UHIOHFWLRQ�RI
WKH�IDFW�WKDW�+&3V�DUH�SULPDULO\�PLWLJDWLRQ
SODQV�DQG�RI�WKH�FRPSUHKHQVLYH�QDWXUH�RI
WKH�DOWHUQDWLYHV���6LQFH�WKH�DOWHUQDWLYHV�DUH
DGGUHVVLQJ�D�ZLGH�YDULHW\�RI�VSHFLHV
RFFXS\LQJ�D�ZLGH�YDULHW\�RI�KDELWDWV�RQ�WKH
3URMHFW�$UHD��PHDVXUHV�WR�PLQLPL]H�DQG
PLWLJDWH�WKH�SRWHQWLDO�HIIHFWV�RI�WDNH�DUH
DSSOLHG�RYHU�WKH�PDMRULW\�RI�WKH�ODQGVFDSH�
7KXV��WKH�DSSOLFDWLRQ�RI�PLWLJDWLRQ
PHDVXUHV�RYHU�WKH�ODQGVFDSH�UHGXFHV�PRVW
LPSDFWV�WR�OHVV�WKDQ�VLJQLILFDQW�OHYHOV�

%HORZ��WKH�DOWHUQDWLYHV�DUH�FRPSDUHG�DQG
HYDOXDWHG�LQ�UHODWLRQ�WR�PDMRU�LVVXHV���7KHVH

PDMRU�LVVXHV�DUH��,VVXH�����2OG�JURZWK�DQG
UHVLGXDO�UHGZRRG�DQG�'RXJODV�ILU�IRUHVW�DQG
ROG�JURZWK�UHGZRRG�DQG�'RXJODV�ILU�WUHHV�
,VVXH�����7KUHDWHQHG�DQG�HQGDQJHUHG
VSHFLHV��DGGUHVVLQJ�WKH�IROORZLQJ�WKUHH
SULRULW\�VSHFLHV���WKH�PDUEOHG�PXUUHOHW��WKH
QRUWKHUQ�VSRWWHG�RZO��DQG�WKH�FRKR�VDOPRQ��
,VVXH�����:LOGOLIH�KDELWDW�DQG�QDWXUDO
FRPPXQLWLHV��,VVXH�����)LVK�KDELWDW��ZDWHU
TXDOLW\��DQG�ZDWHU�TXDQWLW\��DQG�,VVXH����
7LPEHU�VXSSO\��HPSOR\PHQW��DQG
JRYHUQPHQW�UHYHQXH���%RWK�TXDQWLWDWLYH
DQG���TXDOLWDWLYH�LQIRUPDWLRQ�LV�SUHVHQWHG
WKDW�LV�GHULYHG�IURP�WKH�DQDO\VHV�SUHVHQWHG
LQ�&KDSWHU�����4XDQWLWDWLYH�LQIRUPDWLRQ�IRU
WKH�DOWHUQDWLYHV�LV�VXPPDUL]HG�LQ�7DEOH�����
����,Q�DGGLWLRQ��7DEOHV���������������DQG�����
�D�DQG������E�SURYLGH�LQIRUPDWLRQ�UHOHYDQW
WR�FRPSDULQJ�WKH�DOWHUQDWLYHV���)LJXUHV�����
�D��E��F��DQG�G�DOVR�VKRZ�QR�KDUYHVW�DUHDV
IRU�$OWHUQDWLYHV���WR�����&KDSWHU���SURYLGHV
GHVFULSWLRQV�RI�WKH�DIIHFWHG�HQYLURQPHQW
DQG�WKH�IXOO�UDQJH�RI�HQYLURQPHQWDO
FRQVHTXHQFHV�DVVRFLDWHG�ZLWK�WKH
DOWHUQDWLYHV��LQFOXGLQJ�VHYHUDO
HQYLURQPHQWDO�FRPSRQHQWV�DQG�HIIHFWV�WKDW
DUH�QRW�VXPPDUL]HG�KHUH�

$V�QRWHG�LQ�6HFWLRQ��������WKH�HYDOXDWLRQ�RI
WKH�1R�$FWLRQ�1R�3URMHFW�GLIIHUV�XQGHU
&(4$�DQG�1(3$���)RU�&(4$�WKH�1R
$FWLRQ�DOWHUQDWLYH�LV�QRW�SURMHFWHG�LQWR�WKH
ORQJ�WHUP�IXWXUH���,Q�WKH�VKRUW�WHUP��WKH
FRQIRUPDQFH�ZLWK�WKH�)35V��WKH�IHGHUDO�DQG
&DOLIRUQLD�(6$V��DQG�RWKHU�IHGHUDO�DQG
VWDWH�ODZV�LV�GHWHUPLQHG�RQ�D�7+3��DQG
VLWH�VSHFLILF�EDVLV���$�ZLGH�YDULHW\�RI
PLWLJDWLRQ�PHDVXUHV�WDLORUHG�WR�ORFDO
FRQGLWLRQV�LV�DSSOLHG�ZLWK�WKH�SXUSRVH�RI
DYRLGLQJ�VLJQLILFDQW�HQYLURQPHQWDO�HIIHFWV
DQG�WDNH�RI�OLVWHG�VSHFLHV���&RQVHTXHQWO\�
PRVW�VLJQLILFDQW�HQYLURQPHQWDO�HIIHFWV�RI
LQGLYLGXDO�7+3V�FDQ�EH�H[SHFWHG�WR�EH
PLWLJDWHG�WR�D�OHYHO�RI�OHVV�WKDQ�VLJQLILFDQW
WKURXJK�LPSOHPHQWDWLRQ�RI�WKH�1R
$FWLRQ�1R�3URMHFW�DOWHUQDWLYH�

$V�QRWHG�LQ�6HFWLRQ��������WKH�1(3$
HYDOXDWLRQ�RI�WKH�1R�$FWLRQ�DOWHUQDWLYH
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Table 2.6-1.  Comparison of Alternatives
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7DEOH��������SDJH��
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Table 2.6-2.  Significance of Effects According to CEQA for each Environmental
Component by Alternative
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FRQVLGHUV�WKH�LPSOHPHQWDWLRQ�RI�ZLGH��QR�
KDUYHVW�50=V�DV�ZHOO�DV�UHVWULFWLRQV�RQ�WKH
KDUYHVW�RI�ROG�JURZWK�UHGZRRG�IRUHVW�WR
PRGHO�FRQGLWLRQV�RYHU�WKH�VKRUW�DQG�ORQJ
WHUP���5DQJHV�RI�50=V�DUH�FRQVLGHUHG
TXDOLWDWLYHO\�EHFDXVH�DGHTXDWH�EXIIHU
ZLGWKV�FRXOG�YDU\�DV�D�UHVXOW�RI�YDU\LQJ
FRQGLWLRQV�RQ�3$/&2�ODQGV���,Q�WKH
IROORZLQJ�VHFWLRQ��WKH�$OWHUQDWLYH��
GLVFXVVLRQ�SUHVHQWV�D�VXPPDU\�RI�WKH
HIIHFWV�RI�$OWHUQDWLYH���XQGHU�WKH�1(3$
ORQJ�WHUP�DVVXPSWLRQV�

������ ,VVXH�����2OG�JURZWK�DQG�5HVLGXDO
5HGZRRG�DQG�'RXJODV�)LU�)RUHVW�DQG�2OG�
JURZWK�5HGZRRG�DQG�'RXJODV�ILU�7UHHV

�������� $OWHUQDWLYH����1R�$FWLRQ�1R
3URMHFW�

8QGHU�$OWHUQDWLYH����ROG�JURZWK�UHGZRRG
WUHHV�LQ�DUHDV�RFFXSLHG�E\�PDUEOHG
PXUUHOHWV�ZRXOG�QRW�EH�KDUYHVWHG�EXW�PDQ\
ROG�JURZWK�UHGZRRG�WUHHV�LQ�DUHDV�QRW
RFFXSLHG�E\�PDUEOHG�PXUUHOHWV�ZRXOG�EH
KDUYHVWHG���2FFXSLHG�DUHDV�DUH
SUHGRPLQDQWO\�LQ�VWDQGV�GRPLQDWHG�E\�ROG�
JURZWK�WUHHV��SDUWLFXODUO\�WKH�+HDGZDWHUV
)RUHVW��(ON�+HDG�6SULQJV�)RUHVW��DQG�D
YDULHW\�RI�RWKHU�DUHDV�WKDW�DUH�VRPHWLPHV
FDOOHG�OHVVHU�FDWKHGUDOV�RU�PDUEOHG
PXUUHOHW�FRQVHUYDWLRQ�DUHDV��00&$V��LQ
$OWHUQDWLYHV���DQG��D���6RPH�RI�WKHVH�DUHDV
DUH�UHODWLYHO\�XQWRXFKHG�E\�WLPEHU�KDUYHVW�
ZKLOH�RWKHUV�KDYH�EHHQ�VXEVWDQWLDOO\
UHGXFHG�LQ�VL]H�DQG�LVRODWHG�E\�SDVW�WLPEHU
KDUYHVW���7KHUH�DUH�DERXW�������DFUHV�RI�ROG�
JURZWK�UHGZRRG�IRUHVW�WKDW�ZRXOG�QRW�EH
KDUYHVWHG�XQGHU�$OWHUQDWLYH���

,Q�DGGLWLRQ�WR�WKRVH�DUHDV�WKDW�DUH
GRPLQDWHG�E\�ROG�JURZWK�UHGZRRG��WLPEHU
KDUYHVW�ZRXOG�DOVR�EH�UHVWULFWHG�E\�PDUEOHG
PXUUHOHW�RFFXSDWLRQ�LQ�VRPH�RI�WKH�DUHDV
WKDW�DUH�PDSSHG�DV�UHGZRRG�UHVLGXDO�
7KHVH�UHVLGXDO�DUHDV�DUH�SUHYLRXVO\�HQWHUHG
VWDQGV�ZKHUH�YDU\LQJ�QXPEHUV�RI�ROGHU
WUHHV�KDYH�EHHQ�KDUYHVWHG�DQG�YDU\LQJ

DPRXQWV�RI�ROGHU�WUHHV�KDYH�EHHQ�OHIW�
7KHVH�DUHDV�DUH�RI�YDU\LQJ�VL]HV��DUH
VFDWWHUHG�DFURVV�WKH�3$/&2�RZQHUVKLS��DQG
DOO�DUH�LVRODWHG�E\�\RXQJ�VHFRQG�JURZWK
IRUHVW�WR�YDU\LQJ�GHJUHHV���'HVSLWH�WKH
SUHVHQFH�RI�ROG�JURZWK�UHGZRRG�WUHHV�
KRZHYHU��WKHVH�VWDQGV�DUH�FRQVLGHUHG�WR�EH
ORZHU�TXDOLW\�KDELWDW�DQG�PD\�QRW�EH
RFFXSLHG�E\�PDUEOHG�PXUUHOHWV���:KHQ
VXUYH\V�LQGLFDWH�PDUEOHG�PXUUHOHW
SUHVHQFH��WLPEHU�KDUYHVW�LQ�WKHVH�VWDQGV
ZRXOG�QRW�EH�SHUPLWWHG���+RZHYHU��ZKHQ
VXUYH\V�LQGLFDWH�WKDW�WKHVH�VWDQGV�DUH�QRW
RFFXSLHG�E\�PDUEOHG�PXUUHOHWV��WLPEHU
KDUYHVW�ZRXOG�EH�SHUPLWWHG���)XOO�VXUYH\V�RI
DUHDV�PDSSHG�DV�UHGZRRG�UHVLGXDO�KDYH�QRW
EHHQ�FRPSOHWHG�VR�WKH�DPRXQW�RI�UHVLGXDO
WKDW�ZRXOG�EH�ORJJHG�LV�RQO\�HVWLPDWHG�
7KHVH�HVWLPDWHV�LQGLFDWH�WKDW
DSSUR[LPDWHO\�������DFUHV�RI�UHGZRRG
UHVLGXDO�KDELWDW�FRXOG�SRVVLEO\�EH�ORJJHG�
,Q�DGGLWLRQ��OHJDOO\�SHUPLWWHG�ORJJLQJ�LQ
H[LVWLQJ�VHFRQG�JURZWK�QH[W�WR�UHVLGXDO
VWDQGV�DQG�ZLWKLQ�XQRFFXSLHG�UHVLGXDO
VWDQGV��FRXOG�UHGXFH�WKH�TXDOLW\�RI�KDELWDW
RI�WKH�RFFXSLHG�UHVLGXDO�VWDQGV���2YHU�WLPH�
WKH�UHGXFWLRQ�LQ�KDELWDW�TXDOLW\�FRXOG�FDXVH
DEDQGRQPHQW�RI�VRPH�FXUUHQWO\�RFFXSLHG
VWDQGV���$W�VRPH�WLPH�LQ�WKH�IXWXUH�WKH
DEDQGRQPHQW�RI�SUHYLRXVO\�RFFXSLHG�VWDQGV
FRXOG�DOORZ�WKHP�WR�EH�KDUYHVWHG�DV�ZHOO�

$GGLWLRQDOO\��XQGHU�$OWHUQDWLYH���VDOYDJH
UHPRYDO�RI�GRZQHG�ZRRG�LV�FXUUHQWO\
DOORZHG�E\�&')�EDVHG�RQ�UHFRPPHQGDWLRQV
E\�):6�DQG�&')*���6DOYDJH�ORJJLQJ�RI
VXFK�WUHHV�RXWVLGH�WKH�PDUEOHG�PXUUHOHW
QHVWLQJ�VHDVRQ�KDV�EHHQ�GHWHUPLQHG�QRW�WR
UHVXOW�LQ�WKH�WDNH�RI�PDUEOHG�PXUUHOHWV�
6DOYDJH�ORJJLQJ�FDQ�OHJDOO\�WDNH�SODFH�LQ�DOO
DUHDV�ZKHWKHU�WKH\�DUH�GRPLQDWHG�E\�ROG�
JURZWK�UHGZRRG�RU�PDSSHG�DV�UHGZRRG
UHVLGXDO�

8QGHU�WKLV�DOWHUQDWLYH��ROG�JURZWK�'RXJODV�
ILU�IRUHVWV�DQG�WUHHV�FRXOG�EH�KDUYHVWHG�
8QGHU�WKLV�DOWHUQDWLYH��DERXW�������DFUHV�RI
ROG�JURZWK�'RXJODV�ILU�IRUHVW�DQG������
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DFUHV�RI�ROG�JURZWK�'RXJODV�ILU�UHVLGXDO
ZRXOG�EH�KDUYHVWHG�

8QGHU�WKLV�DOWHUQDWLYH��3XEOLF�ODZ�������
DQG�$%������ZRXOG�QRW�EH�LPSOHPHQWHG�
DQG�WKH�+HDGZDWHUV�5HVHUYH�ZRXOG�QRW�EH
HVWDEOLVKHG�DQG�SURWHFWHG�XQGHU�SXEOLF
RZQHUVKLS�

�������� $OWHUQDWLYH����3URSRVHG
$FWLRQ�3URSRVHG�3URMHFW��DQG��D��1R�(ON
5LYHU�3URSHUW\�

8QGHU�$OWHUQDWLYHV���DQG��D��WKH�SURSRVHG
+HDGZDWHUV�5HVHUYH�ZRXOG�EH�FUHDWHG
SODFLQJ�DERXW�������DFUHV�RI�ROG�JURZWK
UHGZRRG�DQG�DERXW�����DFUHV�RI�UHVLGXDO
UHGZRRG�LQWR�SXEOLF�RZQHUVKLS�DQG
SURWHFWLRQ���7KH�5HVHUYH�ZRXOG�FRQWDLQ�WKH
RQO\�WZR�ODUJH�LQWDFW�DUHDV�RI�ROG�JURZWK
UHGZRRG��L�H���WKH�+HDGZDWHUV�)RUHVW�DQG
(ON�+HDG�6SULQJV�)RUHVW���7KHUH�DUH�QR
VWDQGV�GRPLQDWHG�E\�'RXJODV�ILU�ROG�JURZWK
RU�UHVLGXDO�LQ�WKH�SURSRVHG�5HVHUYH���7KHUH
ZRXOG�EH�DERXW�������DFUHV�RI�RWKHU�/6+
DQG�DERXW�������DFUHV�RI�\RXQJ�DQG�PLG�
VHUDO�IRUHVW�LQ�WKH�5HVHUYH�

2Q�WKH�UHPDLQLQJ�3$/&2�RZQHUVKLS�WKH
RQO\�DUHDV�ZLWK�VXEVWDQWLDO�DPRXQWV�RI�ROG�
JURZWK�UHGZRRG�LQ�UHODWLYHO\�FRQWLJXRXV
DUHDV�ZRXOG�EH�SODFHG�LQWR����PDUEOHG
PXUUHOHW�FRQVHUYDWLRQ�DUHDV��00&$V���QRWH
WKDW�VHYHUDO�RI�WKHVH����DUHDV�DUH�QH[W�WR
HDFK�RWKHU�DQG�DUH�JURXSHG�LQWR���00&$V
LQ�3$/&2ªV�+&3�>3$/&2������@��VHH
)LJXUH�������DQG�7DEOH����������7KH�00&$V
QRW�RQO\�FRQWDLQ�WKH�PDMRULW\�RI�WKH
FRQWLJXRXV�ROG�JURZWK��WKH\�DOVR�FRQWDLQ
DERXW�������DFUHV�RI�UHVLGXDO�UHGZRRG���$V
WKH�WDOOHU�VHFRQG�JURZWK�XQGHUVWRU\�JURZV
RYHU�WKH�QH[W����\HDUV��LW�ZLOO�SURYLGH�FRYHU
IRU�SRWHQWLDO�QHVWLQJ�VLWHV�LQ�WKH�UHVLGXDO
WUHHV�UHVXOWLQJ�LQ�LPSURYHG�KDELWDW�TXDOLW\
LQ�WKHVH�UHVLGXDO�VWDQGV���7KHVH�DUHDV
SUHVHQW�WKH�RQO\�DYDLODEOH�RSSRUWXQLW\�RQ
WKH�3$/&2�RZQHUVKLS�WR�SURYLGH�ODUJHU
DJJUHJDWLRQV�RI�JRRG�TXDOLW\�PDUEOHG
PXUUHOHW�KDELWDW�WKDQ�FXUUHQWO\�H[LVW
ZLWKLQ�D�UHDVRQDEOH�WLPH�IUDPH���8QGHU�WKH

SURSRVHG�+&3��RQH�RI�HLWKHU�WKH�2ZO�&UHHN
00&$�RU�WKH�*UL]]O\�:HVW�&HQWHU�00&$
ZRXOG�EH�DYDLODEOH�IRU�WLPEHU�KDUYHVW���7KH
���00&$V�FRQWDLQ�������DFUHV�RI�ROG�
JURZWK�UHGZRRG�DQG�������DFUHV�RI�UHVLGXDO
UHGZRRG���,I�2ZO�&UHHN�ZHUH�KDUYHVWHG�WKH
SURWHFWHG�DFUHDJH�RI�ROG�JURZWK�DQG
UHVLGXDO�UHGZRRG�ZRXOG�EH�DERXW�������DQG
�������UHVSHFWLYHO\��RU�����DQG�����DFUHV
KDUYHVWHG��UHVSHFWLYHO\����,I�*UL]]O\
:HVW�&HQWHU�ZHUH�KDUYHVWHG�WKH�SURWHFWHG
DFUHDJH�RI�ROG�JURZWK�DQG�UHVLGXDO�UHGZRRG
ZRXOG�EH�DERXW�������DQG�������
UHVSHFWLYHO\��RU�����DFUHV�DQG�����DFUHV
KDUYHVWHG��UHVSHFWLYHO\����2Q�WKH�UHPDLQLQJ
3$/&2�RZQHUVKLS�WKHUH�ZRXOG�EH�DERXW
������DFUHV�RI�VFDWWHUHG�SDWFKHV�RI�ROG�
JURZWK�UHGZRRG�DQG��������DFUHV�RI
UHVLGXDO�UHGZRRG�DYDLODEOH�IRU�KDUYHVW�
3URMHFWLRQV�LQGLFDWH�WKDW�DERXW�������DFUHV
RI�ROG�JURZWK�UHGZRRG�DQG�������DFUHV�RI
UHVLGXDO�UHGZRRG�ZRXOG�EH�KDUYHVWHG�E\
\HDU����

8QGHU�WKLV�DOWHUQDWLYH��ROG�JURZWK�'RXJODV�
ILU�IRUHVWV�DQG�WUHHV�FRXOG�EH�KDUYHVWHG�
8QGHU�WKHVH�DOWHUQDWLYHV��DERXW�������DFUHV
RI�ROG�JURZWK�'RXJODV�ILU�IRUHVW�DQG������
DFUHV�RI�ROG�JURZWK�'RXJODV�ILU�UHVLGXDO
ZRXOG�EH�KDUYHVWHG�

7KH�ORVV�RI�ROG�JURZWK�IRUHVW�LV�FRQVLGHUHG�D
VLJQLILFDQW�HIIHFW�EDVHG�SULPDULO\�RQ�WKH
XQLTXH�FKDUDFWHULVWLFV�RI�DQG�LQDELOLW\�WR
UHSODFH�ROG�JURZWK�IRUHVW�DQG�WKH
VXEVWDQWLDO�ERG\�RI�SXEOLF�RSLQLRQ�WKDW
ZRXOG�FRQVLGHU�WKLV�ORVV�VLJQLILFDQW�

AB 1986 Conditions

8QGHU�WKH�+&3��HLWKHU�2ZO�&UHHN�00&$
RU�*UL]]O\�&UHHN�00&$�ZRXOG�EH�DYDLODEOH
IRU�KDUYHVW���$%������FRQGLWLRQV�WKH
H[SHQGLWXUH�RI�VWDWH�IXQGV�IRU�DFTXLVLWLRQ�RI
WKH�+HDGZDWHUV�)RUHVW�DQG�RWKHU�ODQGV�RQ
WKH�LQFOXVLRQ�RI�VHYHUDO�SURYLVLRQV�LQ�WKH
ILQDO�+&3��WKH�,$��DQG�WKH�,73V�LQWHQGHG�WR
VWUHQJWKHQ�SURWHFWLRQV�IRU�FRYHUHG�VSHFLHV�
6KRXOG�3$/&2�LQFOXGH�WKRVH�SURYLVLRQV�LQ
WKH�ILQDO�+&3��6WDWH�PRQLHV�ZRXOG�EH
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DSSURSULDWHG�WR�WKH�VWDWH�:LOGOLIH
&RQVHUYDWLRQ�%RDUG�WR�IXQG�WKH�6WDWH
V
VKDUH�RI�WKH�FRVW�RI�DFTXLULQJ�DSSUR[LPDWHO\
������DFUHV�RI�SULYDWH�IRUHVW�ODQGV�
LQFOXGLQJ�WKH�+HDGZDWHUV�)RUHVW���8QGHU
$%�������2ZO�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IURP�KDUYHVW�IRU�WKH�OLIH�RI�WKH
,73V�DQG�*UL]]O\�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IRU�ILYH�\HDUV�IURP�WKH�GDWH�RI�WKH
DGRSWLRQ�RI�WKH�ILQDO�+&3����$%������DOVR
DSSURSULDWHV�DGGLWLRQDO�IXQGLQJ�IRU�WKH
IXWXUH�RSSRUWXQLW\�WR�SXUFKDVH�RI�WKH�2ZO
&UHHN���$Q\�IXQGV�UHPDLQLQJ�IURP�WKRVH
DSSURSULDWHG�IRU�WKH�SXUFKDVH�RI�WKH�2ZO
&UHHN�00&$��FRXOG�EH�XVHG�WR�SXUFKDVH
WUDFWV�RI�WKH��(ON�5LYHU�3URSHUW\��DQG
SUHYLRXVO\�XQORJJHG�'RXJODV�ILU�IRUHVW�ODQG
ZLWKLQ�WKH�0DWWROH�5LYHU�ZDWHUVKHG�

7KH�6WDWH�PDQDJLQJ�DJHQF\�DQG
PDQDJHPHQW�SUHVFULSWLRQV�DUH�XQNQRZQ
DQG�WKHVH�DFTXLVLWLRQV�DUH�VRPHZKDW
VSHFXODWLYH���&RQVLGHULQJ�WKH�OHJLVODWLYH
LQWHQW�EHKLQG�$%�������LW�LV�DVVXPHG
SXUFKDVHG�ODQGV�ZRXOG�EH�PDQDJHG
VLPLODUO\�WR�WKH�+HDGZDWHUV�5HVHUYH�
7KHVH�DQWLFLSDWHG�DFTXLVLWLRQV�ZRXOG
SURWHFW�ROG�JURZWK�DQG�UHVLGXDO�UHGZRRG
VWDQGV�DQG�VRPH�'RXJODV�ILU�VWDQGV�ZLWKLQ
WKHVH�WUDFWV�LQ�SHUSHWXLW\�

7KH�2ZO�&UHHN�00&$�ZRXOG�SURWHFW�WKH
IROORZLQJ�IURP�KDUYHVW������DFUHV�RI�ROG
JURZWK�UHGZRRG�����DFUHV�RI�ROG�JURZWK
'RXJODV�ILU������DFUHV�RI�UHVLGXDO�UHGZRRG�
DQG���DFUHV�RI�UHVLGXDO�'RXJODV�ILU��7KH
*UL]]O\�&UHHN�00&$�ZRXOG�SURWHFW�WKH
IROORZLQJ�IURP�KDUYHVW������DFUHV�RI�ROG
JURZWK�UHGZRRG����DFUHV�RI�ROG�JURZWK
'RXJODV�ILU������DFUHV�RI�UHVLGXDO�UHGZRRG�
DQG���DFUHV�RI�UHVLGXDO�'RXJODV�ILU��,I�ERWK
00&$V�DUH�SURWHFWHG�LW�ZRXOG�SURWHFW�WKH
IROORZLQJ�IURP�KDUYHVW������DFUHV�RI�ROG
JURZWK�UHGZRRG�����DFUHV�RI�ROG�JURZWK
'RXJODV�ILU������DFUHV�RI�UHVLGXDO�UHGZRRG�
DQG���DFUHV�RI�UHVLGXDO�'RXJODV�ILU�

�������� $OWHUQDWLYH����3URSHUW\�ZLGH
6HOHFWLYH�+DUYHVW�

8QGHU�$OWHUQDWLYH���RQ�3$/&2�ODQGV�DOO
ROG�JURZWK�UHGZRRG�IRUHVW��UHVLGXDO
UHGZRRG�IRUHVW��ROG�JURZWK�'RXJODV�ILU
IRUHVW��DQG�UHVLGXDO�'RXJODV�ILU�IRUHVW�ZRXOG
QRW�EH�DYDLODEOH�IRU�KDUYHVW���&RQVHTXHQWO\�
QR�ROG�JURZWK�WUHHV�ZRXOG�EH�KDUYHVWHG�
$SSUR[LPDWHO\�������DFUHV�RI�UHGZRRG�ROG
JURZWK���������DFUHV�RI�UHVLGXDO�UHGZRRG�
������DFUHV�RI�'RXJODV�ILU�ROG�JURZWK��DQG
������DFUHV�RI�'RXJODV�ILU�UHVLGXDO�ZRXOG
QRW�EH�KDUYHVWHG�RQ�3$/&2�ODQGV�

%HFDXVH�WKHUH�ZRXOG�EH�QR�KDUYHVW�RI�ROG�
JURZWK�UHGZRRG�DQG�'RXJODV�ILU�WUHHV�WKHUH
ZRXOG�EH�QR�VLJQLILFDQW�HIIHFW�

7KH�+HDGZDWHUV�5HVHUYH�ZRXOG�EH�WKH
VDPH�DV�XQGHU�$OWHUQDWLYH���DQG�ZRXOG
FRQWDLQ�DERXW�������DFUHV�RI�UHGZRRG�ROG
JURZWK������DFUHV�RI�UHGZRRG�UHVLGXDO��QR
'RXJODV�ILU�ROG�JURZWK��DQG�QR�'RXJODV�ILU
UHVLGXDO���7KHVH�DFUHDJHV�DUH�SULPDULO\�LQ
WKH�+HDGZDWHUV�)RUHVW�DQG�WKH�(ON�+HDG
6SULQJV�)RUHVW���7KHUH�ZRXOG�EH�DERXW������
DFUHV�RI�RWKHU�/6+�DQG�DERXW�������DFUHV�RI
\RXQJ�DQG�PLG�VHUDO�IRUHVW�LQ�WKH�5HVHUYH�

�������� $OWHUQDWLYH�����������DFUH�1R�
KDUYHVW�3XEOLF�5HVHUYH�

8QGHU�$OWHUQDWLYH����D�JUHDWHU�DPRXQW�RI
ROG�JURZWK�UHGZRRG�DQG�UHVLGXDO�UHGZRRG
ZRXOG�EH�SURWHFWHG�LQ�WKH��������DFUH�QR�
KDUYHVW�SXEOLF�5HVHUYH�WKDQ�LQ�$OWHUQDWLYHV
��DQG��D���+RZHYHU��RXWVLGH�WKH�5HVHUYH�DOO
VXFK�WUHHV�ZRXOG�EH�DYDLODEOH�IRU�KDUYHVW�
7KH�5HVHUYH�ZRXOG�FRQWDLQ�DERXW������
DFUHV�RI�ROG�JURZWK�UHGZRRG��������DFUHV�RI
UHVLGXDO�UHGZRRG������DFUHV�RI�ROG�JURZWK
'RXJODV�ILU��DQG�����DFUHV�RI�UHVLGXDO
'RXJODV�ILU���2Q�3$/&2�ODQGV��DERXW��
DFUHV�RI�ROG�JURZWK�UHGZRRG������DFUHV�RI
UHGZRRG�UHVLGXDO��������DFUHV�RI�'RXJODV�ILU
ROG�JURZWK��DQG�����DFUHV�RI�'RXJODV�ILU
UHVLGXDO�DUH�SURMHFWHG�WR�UHPDLQ�DW�WKH�HQG
RI����\HDUV���2Q�WKH�RWKHU�KDQG������DFUHV�RI
UHGZRRG�ROG�JURZWK��������DFUHV�RI�UHVLGXDO
UHGZRRG��������DFUHV�RI�'RXJODV�ILU�ROG
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JURZWK��DQG�������DFUHV�RI�'RXJODV�ILU
UHVLGXDO�DUH�SURMHFWHG�WR�EH�KDUYHVWHG�E\
WKH�HQG�RI����\HDUV�

7KH�ORVV�RI�ROG�JURZWK�IRUHVW�LV�FRQVLGHUHG�D
VLJQLILFDQW�HIIHFW�EDVHG�SULPDULO\�RQ�WKH
XQLTXH�FKDUDFWHULVWLFV�RI�DQG�LQDELOLW\�WR
UHSODFH�ROG�JURZWK�IRUHVW�DQG�WKH
VXEVWDQWLDO�ERG\�RI�SXEOLF�RSLQLRQ�WKDW
ZRXOG�FRQVLGHU�WKLV�ORVV�VLJQLILFDQW�

������ ,VVXH�����:LOGOLIH�+DELWDW�DQG�1DWXUDO
&RPPXQLWLHV

�������� $OWHUQDWLYH����1R�$FWLRQ�1R
3URMHFW�

)RU�WKH�SXUSRVHV�RI�WKLV�DQDO\VLV�ODWH�
VXFFHVVLRQDO�KDELWDW��/6+��LV�FRQVLGHUHG�WR
EH�ROG�JURZWK��UHVLGXDO�ROG�JURZWK��DQG�ODWH
VXFFHVVLRQDO�IRUHVW�VWDQGV���8QGHU
$OWHUQDWLYH����WKH�SURMHFWLRQV�LQGLFDWH�WKDW
/6+�ZRXOG�GHFOLQH�IURP��������DFUHV
SUHVHQWO\��\HDU����WR��������DFUHV�DW�\HDU���
DQG�WR��������DFUHV�DW�\HDU������5HGZRRG
IRUHVW�LV�GHVFULEHG�DERYH�XQGHU�,VVXH���
'RXJODV�ILU�ROG�JURZWK�ZRXOG�EH�UHGXFHG
IURP�������DFUHV�DW�\HDU���WR�������DFUHV�DW
\HDU������'RXJODV�ILU�UHVLGXDO�ZRXOG�EH
UHGXFHG�IURP�������DFUHV�DW�\HDU���WR������
DFUHV�DW�\HDU����

0LG�VHUDO�IRUHVW�DFUHDJH�ZRXOG�EH�������
�\HDU�������������\HDU������DQG���������\HDU
������<RXQJ�IRUHVW�DFUHDJH�ZRXOG�EH��������
��������DQG���������UHVSHFWLYHO\���3UDLULH
DFUHDJH�GHFOLQHV�IURP�������DFUHV�DW�\HDU��
WR�������DFUHV�DW�\HDU������7KLV�GHFOLQH
UHODWHV�WR�WKH�IDFW�WKDW�VRPH�DUHDV�PDSSHG
DV�SUDLULH�DUH�GHJUDGHG�IRUHVW�ODQGV�WKDW
DUH�LQWHQGHG�IRU�UHIRUHVWDWLRQ���5LSDULDQ
ODQGV�ZRXOG�EH�PDQDJHG�ZLWK�UHODWLYHO\
ZLGH�QR�KDUYHVW�EXIIHUV�LQ�WKH�VKRUW�WR�ORQJ
WHUP�ZKLFK�ZRXOG�PDLQWDLQ�ULSDULDQ
IXQFWLRQV�DW�D�KLJK�RU�FRPSOHWH�OHYHO�
8QGHU�WKLV�DOWHUQDWLYH�����DFUHV�RI�PDSSHG
ZHWODQGV�LQ�WKH�SURMHFW�DUHD�ZRXOG�EH
ZLWKLQ�QR�KDUYHVW�EXIIHUV���$Q�DGGLWLRQDO���
DFUHV�ZRXOG�EH�RXWVLGH�RI�50=V�DQG�ZRXOG
QRW�EH�EXIIHUHG�WKRXJK�URDG�EXLOGLQJ�DQG
RWKHU�DFWLYLWLHV�ZRXOG�QRW�RFFXU�RQ�WKHP���,Q

JHQHUDO��KDELWDWV�WKDW�DGG�GLYHUVLW\�ZRXOG
EH�UHGXFHG�RYHU�WLPH��DOWKRXJK�3$/&2
ODQGV�ZRXOG�VWLOO�FRQWULEXWH�WR�ORFDO�DQG
UHJLRQDO�YHJHWDWLRQ�SDWWHUQV�

�������� $OWHUQDWLYH����3URSRVHG
$FWLRQ�3URSRVHG�3URMHFW��DQG��D��1R�(ON
5LYHU�3URSHUW\�

8QGHU�$OWHUQDWLYH�����D���WKH�SURMHFWLRQV
LQGLFDWH�WKDW�/6+�ZRXOG�GHFOLQH�IURP
����������������DFUHV�SUHVHQWO\��\HDU����WR
����������������DFUHV�DW�\HDU����DQG�WR
����������������DFUHV�DW�\HDU������5HGZRRG
IRUHVW�LV�GHVFULEHG�DERYH�XQGHU�,VVXH���
'RXJODV�ILU�ROG�JURZWK�ZRXOG�EH�UHGXFHG
IURP�������DFUHV�DW�\HDU���WR�������DFUHV�DW
\HDU������'RXJODV�ILU�UHVLGXDO�ZRXOG�EH
UHGXFHG�IURP�������DW�\HDU���WR�����DFUHV�DW
\HDU����

0LG�VHUDO�IRUHVW�DFUHDJH�ZRXOG�EH�������
�\HDU�������������\HDU������DQG���������\HDU
������<RXQJ�IRUHVW�DFUHDJH�ZRXOG�EH��������
��������DQG���������UHVSHFWLYHO\���3UDLULH
DFUHDJH�GHFOLQHV�IURP�������DFUHV�DW�\HDU��
WR�������DFUHV�DW�\HDU������9DOXHV�IRU
$OWHUQDWLYH��D�ZRXOG�EH�VOLJKWO\�OHVV���7KLV
GHFOLQH�UHODWHV�WR�WKH�IDFW�WKDW�VRPH�DUHDV
PDSSHG�DV�SUDLULH�DUH�GHJUDGHG�IRUHVW�ODQGV
WKDW�DUH�LQWHQGHG�IRU�UHIRUHVWDWLRQ�
5LSDULDQ�ODQGV�ZRXOG�EH�PDQDJHG�ZLWK
UHODWLYHO\�ZLGH�QR�KDUYHVW�DQG�VHOHFWLYH
EXIIHUV�LQ�WKH�VKRUW�WR�ORQJ�WHUP�ZKLFK
ZRXOG�PDLQWDLQ�ULSDULDQ�IXQFWLRQV�DW�D
PRGHUDWH�WR�KLJK�OHYHO���8QGHU�WKLV
DOWHUQDWLYH��������DFUHV�IRU�$OWHUQDWLYH��D�
DFUHV�RI�PDSSHG�ZHWODQGV�LQ�WKH�SURMHFW
DUHD�ZRXOG�EH�ZLWKLQ�QR�KDUYHVW�EXIIHUV�
$Q�DGGLWLRQDO�����DFUHV�ZRXOG�EH�ZLWKLQ
VHOHFWLYH�KDUYHVW�50=V�DQG�����DFUHV�ZRXOG
EH�RXWVLGH�RI�50=V�DQG�ZRXOG�QRW�EH
EXIIHUHG�WKRXJK�URDG�EXLOGLQJ�DQG�RWKHU
DFWLYLWLHV�ZRXOG�QRW�RFFXU�RQ�WKHP�
&RQVHTXHQWO\��QR�VLJQLILFDQW�HIIHFWV�ZRXOG
EH�H[SHFWHG�RQ�WKHVH�ZHWODQGV���,Q�JHQHUDO�
KDELWDWV�WKDW�DGG�GLYHUVLW\�ZRXOG�EH
UHGXFHG�RYHU�WLPH��DOWKRXJK�3$/&2�ODQGV
ZRXOG�VWLOO�FRQWULEXWH�WR�ORFDO�DQG�UHJLRQDO
YHJHWDWLRQ�SDWWHUQV���7KH�HIIHFWV�RQ�QDWXUDO
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YHJHWDWLRQ�DUH��WKHUHIRUH��FRQVLGHUHG�OHVV
WKDQ�VLJQLILFDQW�

AB 1986 Conditions

8QGHU�WKH�+&3��HLWKHU�2ZO�&UHHN�00&$
RU�*UL]]O\�&UHHN�00&$�ZRXOG�EH�DYDLODEOH
IRU�KDUYHVW���$%������FRQGLWLRQV�WKH
H[SHQGLWXUH�RI�VWDWH�IXQGV�IRU�DFTXLVLWLRQ�RI
WKH�+HDGZDWHUV�)RUHVW�DQG�RWKHU�ODQGV�RQ
WKH�LQFOXVLRQ�RI�VHYHUDO�SURYLVLRQV�LQ�WKH
ILQDO�+&3��WKH�,$��DQG�WKH�,73V�LQWHQGHG�WR
VWUHQJWKHQ�SURWHFWLRQV�IRU�FRYHUHG�VSHFLHV�
6KRXOG�3DOFR�LQFOXGH�WKRVH�SURYLVLRQV�LQ�WKH
ILQDO�+&3��6WDWH�PRQLHV�ZRXOG�EH
DSSURSULDWHG�WR�WKH�VWDWH�:LOGOLIH
&RQVHUYDWLRQ�%RDUG�WR�IXQG�WKH�6WDWH
V
VKDUH�RI�WKH�FRVW�RI�DFTXLULQJ�DSSUR[LPDWHO\
������DFUHV�RI�SULYDWH�IRUHVW�ODQGV�
LQFOXGLQJ�WKH�+HDGZDWHUV�)RUHVW���8QGHU
$%�������2ZO�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IURP�KDUYHVW�IRU�WKH�OLIH�RI�WKH
,73V�DQG�*UL]]O\�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IRU�ILYH�\HDUV�IURP�WKH�GDWH�RI�WKH
DGRSWLRQ�RI�WKH�ILQDO�+&3����$%������DOVR
DSSURSULDWHV�DGGLWLRQDO�IXQGLQJ�IRU�WKH
IXWXUH�RSSRUWXQLW\�WR�SXUFKDVH�RI�WKH�2ZO
&UHHN���$Q\�IXQGV�UHPDLQLQJ�IURP�WKRVH
DSSURSULDWHG�IRU�WKH�SXUFKDVH�RI�WKH�2ZO
&UHHN�00&$��FRXOG�EH�XVHG�WR�SXUFKDVH
WUDFWV�RI�WKH��(ON�5LYHU�3URSHUW\��DQG
SUHYLRXVO\�XQORJJHG�'RXJODV�ILU�IRUHVW�ODQG
ZLWKLQ�WKH�0DWWROH�5LYHU�ZDWHUVKHG�

7KH�6WDWH�PDQDJLQJ�DJHQF\�DQG
PDQDJHPHQW�SUHVFULSWLRQV�DUH�XQNQRZQ
DQG�WKHVH�DFTXLVLWLRQV�DUH�VRPHZKDW
VSHFXODWLYH���&RQVLGHULQJ�WKH�OHJLVODWLYH
LQWHQW�EHKLQG�$%�������LW�LV�DVVXPHG
SXUFKDVHG�ODQGV�ZRXOG�EH�PDQDJHG
VLPLODUO\�WR�WKH�+HDGZDWHUV�5HVHUYH�
7KHVH�DQWLFLSDWHG�DFTXLVLWLRQV�ZRXOG
SURWHFW�ROG�JURZWK�DQG�UHVLGXDO�UHGZRRG
VWDQGV�DQG�VRPH�'RXJODV�ILU�VWDQGV�ZLWKLQ
WKHVH�WUDFWV�LQ�SHUSHWXLW\�ZKLFK�ZRXOG
HIIHFWLYHO\�SURWHFW�WKHVH�QDWXUDO�SODQW
FRPPXQLWLHV�DQG�WKH�DQLPDO�VSHFLHV�RQ
ZKLFK�WKH\�GHSHQG�

$OO�ULSDULDQ�DQG�ZHWODQG�KDELWDWV�ZLWKLQ
WKHVH�00&$V�ZRXOG�EH�SURWHFWHG��%HVLGHV
WKH�ROG�JURZWK�DQG�UHVLGXDO�ROG�JURZWK
UHGZRRG�DQG�'RXJODV�ILU�GLVFXVVHG�XQGHU
������DERYH��WKHUH�ZRXOG�EH�DQ�DGGLWLRQDO���
DFUHV�RI�ODWH�VHUDO�IRUHVW������DFUHV�RI�PLG�
VXFFHVVLRQDO�IRUHVW��DQG����DFUHV�RI
JUDVVODQG�SURWHFWHG�LQ�WKH�WZR�00&$V�

�������� $OWHUQDWLYH����3URSHUW\�ZLGH
6HOHFWLYH�+DUYHVW�

8QGHU�$OWHUQDWLYH����WKH�SURMHFWLRQV
LQGLFDWH�WKDW�/6+�ZRXOG�LQFUHDVH�IURP
�������DFUHV�SUHVHQWO\��\HDU����WR�������
DFUHV�DW�\HDU����DQG�WR��������DFUHV�DW�\HDU
�����7KLV�LQFUHDVH�LQ�/6+�DFUHDJH�UHIOHFWV
WKH�IDFW�WKDW�XQGHU�WKLV�DOWHUQDWLYH�3$/&2
ODQGV�ZRXOG�EH�PDQDJHG�VROHO\�XQGHU�D
VHOHFWLYH�KDUYHVW�UHJLPH���7KH�VLOYLFXOWXUDO
SUHVFULSWLRQ�XVHG�IRU�WKLV�VHOHFWLYH�KDUYHVW
UHJLPH�DOORZV�WKH�GHYHORSPHQW�RI�/6+�RYHU
WLPH���7KLV�OHYHO�RI�KDELWDW�ZRXOG�SURYLGH
IRU�LQFUHDVHV�LQ�ZLOGOLIH�SRSXODWLRQV�WKDW
DUH�HLWKHU�GHSHQGHQW�XSRQ�RU�XWLOL]H�VXFK
KDELWDW���,Q�DGGLWLRQ��WKH�GRPLQDQFH�RI�/6+
RQ�3$/&2�RZQHUVKLS�ZRXOG�SURYLGH�IRU
VXEVWDQWLDO�FRQQHFWLYLW\�EHWZHHQ�WKH�DUHDV
WR�WKH�VRXWK�DQG�QRUWK�RI�WKH�FXUUHQW
3$/&2�RZQHUVKLS���'RXJODV�ILU�ROG�JURZWK
ZRXOG�UHPDLQ�WKH�VDPH�DW�������DFUHV�
'RXJODV�ILU�UHVLGXDO�ZRXOG�DOVR�UHPDLQ�WKH
VDPH�DW�������DFUHV�

0LG�VHUDO�IRUHVW�DFUHDJH�ZRXOG�EH�������
�\HDU�������������\HDU������DQG����������\HDU
������<RXQJ�IRUHVW�DFUHDJH�ZRXOG�EH�������
DW�\HDU�����������DW�\HDU�����EXW�ZRXOG
GHFOLQH�WR����DW�\HDU������3UDLULH�DFUHDJH
LQFUHDVHV�IURP�������DFUHV�DW�\HDU���WR
������DFUHV�DW�\HDU������5LSDULDQ�ODQGV
ZRXOG�EH�PDQDJHG�ZLWK�UHODWLYHO\�ZLGH�QR�
KDUYHVW�DQG�VHOHFWLYH�EXIIHUV�LQ�WKH�VKRUW�WR
ORQJ�WHUP�ZKLFK�ZRXOG�PDLQWDLQ�ULSDULDQ
IXQFWLRQV�DW�D�PRGHUDWH�WR�KLJK�OHYHO�
8QGHU�WKLV�DOWHUQDWLYH�����DFUHV�RI�PDSSHG
ZHWODQGV�LQ�WKH�SURMHFW�DUHD�ZRXOG�EH
ZLWKLQ�QR�KDUYHVW�EXIIHUV���$QRWKHU����DFUHV
ZRXOG�EH�ZLWKLQ�VHOHFWLYH�KDUYHVW�50=V
DQG����DFUHV�ZRXOG�EH�RXWVLGH�RI�50=V�DQG
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ZRXOG�QRW�EH�EXIIHUHG�WKRXJK�URDG�EXLOGLQJ
DQG�RWKHU�DFWLYLWLHV�ZRXOG�QRW�RFFXU�RQ
WKHP���&RQVHTXHQWO\��QR�VLJQLILFDQW�HIIHFWV
ZRXOG�EH�H[SHFWHG�RQ�WKHVH�ZHWODQGV��,Q
JHQHUDO��KDELWDWV�WKDW�DGG�GLYHUVLW\�ZLOO�EH
UHGXFHG�RYHU�WLPH��DOWKRXJK�3$/&2�ODQGV
ZRXOG�VWLOO�FRQWULEXWH�WR�ORFDO�DQG�UHJLRQDO
YHJHWDWLRQ�SDWWHUQV���7KH�HIIHFWV�RQ�QDWXUDO
YHJHWDWLRQ�DUH��WKHUHIRUH��FRQVLGHUHG�OHVV
WKDQ�VLJQLILFDQW�

�������� $OWHUQDWLYH�����������DFUH�1R�
KDUYHVW�3XEOLF�5HVHUYH�

8QGHU�$OWHUQDWLYH����WKH�SURMHFWLRQV�RQ
3$/&2�ODQGV�LQGLFDWH�WKDW�/6+�ZRXOG
GHFOLQH�IURP��������DFUHV�SUHVHQWO\��\HDU���
WR��������DFUHV�DW�\HDU����DQG�WR�������
DFUHV�DW�\HDU������7KHVH�ORZHU�QXPEHUV
FRPSDUHG�WR�$OWHUQDWLYH���UHIOHFW�WKH
VPDOOHU�DFUHDJH�RI�3$/&2�RZQHUVKLS�XQGHU
WKLV�DOWHUQDWLYH�EHFDXVH�RI�WKH�ODUJHU
5HVHUYH���'RXJODV�ILU�ROG�JURZWK�ZRXOG�EH
UHGXFHG�IURP�������DFUHV�DW�\HDU���WR������
DFUHV�DW�\HDU������'RXJODV�ILU�UHVLGXDO
ZRXOG�EH�UHGXFHG�IURP�������DW�\HDU���WR
����DFUHV�DW�\HDU����

0LG�VHUDO�IRUHVW�DFUHDJH�ZRXOG�EH�������
�\HDU�������������\HDU������DQG���������\HDU
������<RXQJ�IRUHVW�DFUHDJH�ZRXOG�EH��������
��������DQG���������UHVSHFWLYHO\���3UDLULH
DFUHDJH�GHFOLQHV�IURP�������DFUHV�DW�\HDU��
WR�������DFUHV�DW�\HDU������7KLV�GHFOLQH
UHODWHV�WR�WKH�IDFW�WKDW�VRPH�DUHDV�PDSSHG
DV�SUDLULH�DUH�GHJUDGHG�IRUHVW�ODQGV�WKDW
DUH�LQWHQGHG�IRU�UHIRUHVWDWLRQ���5LSDULDQ
KDELWDWV�ZRXOG�EH�PDQDJHG�LQ�WKH�VDPH
PDQQHU�DV�IRU�$OWHUQDWLYH���ZLWK�PRVW
ULSDULDQ�IXQFWLRQV�EHLQJ�SURWHFWHG�DW�D
PRGHUDWH�WR�KLJK�OHYHO��VHH�,VVXH���)LVK
+DELWDW��:DWHU�4XDOLW\��DQG�:DWHU
4XDQWLW\���8QGHU�WKLV�DOWHUQDWLYH�����DFUHV
RI�PDSSHG�ZHWODQGV�LQ�WKH�SURMHFW�DUHD
ZRXOG�EH�ZLWKLQ�QR�KDUYHVW�EXIIHUV���$Q
DGGLWLRQDO�����DFUHV�ZRXOG�EH�ZLWKLQ
VHOHFWLYH�KDUYHVW�50=V�DQG�����DFUHV�ZRXOG
EH�RXWVLGH�RI�50=V�DQG�ZRXOG�QRW�EH
EXIIHUHG��WKRXJK�URDG�EXLOGLQJ�DQG�RWKHU
DFWLYLWLHV�ZRXOG�QRW�RFFXU�RQ�WKHP�

&RQVHTXHQWO\��QR�VLJQLILFDQW�HIIHFWV�ZRXOG
EH�H[SHFWHG�RQ�WKHVH�ZHWODQGV��,Q�JHQHUDO�
KDELWDWV�WKDW�DGG�GLYHUVLW\�ZLOO�EH�UHGXFHG
RYHU�WLPH��DOWKRXJK�3$/&2�ODQGV�ZRXOG
VWLOO�FRQWULEXWH�WR�ORFDO�DQG�UHJLRQDO
YHJHWDWLRQ�SDWWHUQV���7KH�HIIHFWV�RQ�QDWXUDO
YHJHWDWLRQ�DUH��WKHUHIRUH��FRQVLGHUHG�OHVV
WKDQ�VLJQLILFDQW�

������ ,VVXH����7KUHDWHQHG�DQG�(QGDQJHUHG
6SHFLHV

�������� $OWHUQDWLYH����1R�$FWLRQ�1R
3URMHFW�

0DUEOHG�0XUUHOHW���8QGHU�$OWHUQDWLYH����QR
WDNH�RI�PDUEOHG�PXUUHOHWV�ZRXOG�EH
H[SHFWHG�WR�RFFXU���+RZHYHU��WKH�ORQJ�WHUP
SRSXODWLRQ�HIIHFWV�DUH�XQFHUWDLQ���7KH
SRSXODWLRQV�ZRXOG�EH�H[SHFWHG�WR�UHPDLQ
DERXW�WKH�VDPH�RQ�3$/&2�ODQG�EHFDXVH
RFFXSLHG�KDELWDW�ZRXOG�QRW�EH�KDUYHVWHG�
$V�QRWHG�XQGHU�,VVXH���DERYH��VRPH
FXUUHQWO\�RFFXSLHG�KDELWDW�FRXOG�EH�ORVW
RYHU�WLPH�DV�WKH�TXDOLW\�RI�FXUUHQWO\
RFFXSLHG�UHVLGXDO�KDELWDW�GHFOLQHV���2Q�WKH
RWKHU�KDQG��LQ�VRPH�DUHDV�ZKHUH�RFFXSDWLRQ
SUHYHQWHG�WKH�KDUYHVW�RI�FRQWLJXRXV�ROG�
JURZWK�VWDQGV�FXUUHQWO\�LVRODWHG�E\
UHVLGXDO�RU�VHFRQG�JURZWK�KDELWDW�TXDOLW\
ZRXOG�LPSURYH�RYHU�WLPH�

1R�+HDGZDWHUV�5HVHUYH�ZRXOG�EH�FUHDWHG
XQGHU�WKLV�DOWHUQDWLYH��FRQVHTXHQWO\��WKHUH
ZRXOG�EH�QR�DGGLWLRQDO�ORQJ�WHUP�SURWHFWLRQ
RI�PDUEOHG�PXUUHOHW�KDELWDW�SURYLGHG�E\
SXEOLF�RZQHUVKLS�RI�ODQGV�QRW�PDQDJHG�IRU
WLPEHU�KDUYHVW�

1RUWKHUQ�6SRWWHG�2ZO���8QGHU�$OWHUQDWLYH
���QR�WDNH�RI�QRUWKHUQ�VSRWWHG�RZOV�ZRXOG�EH
DQWLFLSDWHG�EHFDXVH�)35V�DQG�(6$
UHJXODWLRQV�SURKLELW�WDNH�RI�RZOV���+RZHYHU�
RYHU�WLPH��SHUPLWWHG�WLPEHU�KDUYHVW�FDQ
UHGXFH�WKH�RYHUDOO�TXDOLW\�RI�RZO�KDELWDW
RYHU�WKH�RZQHUVKLS���$SSUR[LPDWHO\�������
DFUHV�RI�QRUWKHUQ�VSRWWHG�RZO�QHVWLQJ
KDELWDW�FRXOG�EH�KDUYHVWHG�E\�WKH�HQG�RI���
\HDUV�
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&RKR�VDOPRQ���8QGHU�$OWHUQDWLYH����WKH
TXDOLW\�RI�DTXDWLF�KDELWDW�XVHG�E\�FRKR
VDOPRQ�RQ�3$/&2�SURSHUW\�ZRXOG�EH
H[SHFWHG�WR�LPSURYH���$V�GLVFXVVHG�EHORZ
XQGHU�,VVXH���$TXDWLF�+DELWDW��:DWHU
4XDOLW\��DQG�:DWHU�4XDQWLW\��WKH�50=V
FRQVLGHUHG�DV�SDUW�RI�WKLV�DOWHUQDWLYH�ZRXOG
SURYLGH�IRU�LPSURYHPHQW�LQ�DTXDWLF�KDELWDW
DQG�ZRXOG�FRQWULEXWH�WRZDUGV�GHYHORSLQJ�D
SURSHUO\�IXQFWLRQLQJ�DTXDWLF�V\VWHP�LI
DSSOLHG�RYHU�WKH�ORQJ�WHUP��L�H��
DSSUR[LPDWHO\����\HDUV����7KH�PDLQ
DFWLYLWLHV�WKDW�ZRXOG�LPSURYH�KDELWDW�DUH
SUHVFULSWLRQV�UHODWHG�WR�UHODWLYHO\�ZLGH��QR�
KDUYHVW�50=V���+RZHYHU��WKH�ODFN�RI�D�URDG
LPSURYHPHQW�SURJUDP�ZRXOG�QRW�UHGXFH�WKH
SRWHQWLDO�IRU�URDG�IDLOXUHV�DQG�WKH�UHODWHG
FRDUVH�VHGLPHQW�LQIOX[�WR�VWUHDPV�ZKLFK
FRXOG�GHJUDGH�RU�SUHYHQW�WKH�LPSURYHPHQW
RI�DTXDWLF�KDELWDW�DQG�WKHUHE\�SUHYHQW
LPSURYHPHQWV�LQ�FRKR�VDOPRQ�SRSXODWLRQV�
7KHUH�ZRXOG�VWLOO�EH�ULVN�WR�WKH�DTXDWLF
HQYLURQPHQW�DQG�WR�FRKR�VDOPRQ�IURP
PDQDJHPHQW�DFWLYLWLHV�FRPSDUHG�WR�DQ
XQPDQDJHG�ODQGVFDSH��EXW�WKHVH�ULVNV
ZRXOG�EH�UHGXFHG�FRPSDUHG�WR�H[LVWLQJ
FRQGLWLRQV�EHFDXVH�RI�WKH�ZLGHU�50=V�

1R�+HDGZDWHUV�5HVHUYH�ZRXOG�EH�FUHDWHG
XQGHU�WKLV�DOWHUQDWLYH��FRQVHTXHQWO\��WKHUH
ZRXOG�EH�QR�DGGLWLRQDO�ORQJ�WHUP�SURWHFWLRQ
RI�FRKR�VDOPRQ�KDELWDW�SURYLGHG�E\�SXEOLF
RZQHUVKLS�RI�ODQGV�QRW�PDQDJHG�IRU�WLPEHU
KDUYHVW�

�������� $OWHUQDWLYH����3URSRVHG
$FWLRQ�3URSRVHG�3URMHFW��DQG��D��1R�(ON
5LYHU�3URSHUW\�

0DUEOHG�PXUUHOHWV�����8QGHU�$OWHUQDWLYHV��
DQG��D��WKH�FRPELQDWLRQ�RI�WKH�+HDGZDWHUV
5HVHUYH�LQ�SXEOLF�RZQHUVKLS�DQG�WKH
00&$V�RQ�3$/&2�RZQHUVKLS�ZRXOG
SURWHFW����SHUFHQW�RI�WKH�DYDLODEOH�KLJK
TXDOLW\�KDELWDW�WKDW�H[LVWV�RQ�3$/&2ªV
FXUUHQW�RZQHUVKLS��L�H������SHUFHQW�RI�WKH
ROG�JURZWK�UHGZRRG�LQ�WKH�+HDGZDWHUV
5HVHUYH�DQG�00&$V��DVVXPLQJ�WKDW�WKH
2ZO�&UHHN�00&$�LV�KDUYHVWHG���7KH�KLJK
TXDOLW\�KDELWDW�KDUYHVWHG�LV�WKH�����DFUHV�RI

ROG�JURZWK�LQ�WKH�2ZO�&UHHN�00&$���,Q
DGGLWLRQ�WR�WKLV�ROG�JURZWK�UHGZRRG�
KDUYHVW�RI�WKH�2ZO�&UHHN�00&$�ZRXOG
UHPRYH�����DFUHV�RI�KLJKHU�TXDOLW\�UHVLGXDO
UHGZRRG���7KH�DFUHDJH�LQ�SXEOLF�RZQHUVKLS
ZRXOG�EH�SURWHFWHG�LQ�SHUSHWXLW\�ZKLOH�WKH
00&$V�PDQDJHG�DV�SDUW�RI�3$/&2ªV
SURSRVHG�+&3�ZRXOG�EH�SURWHFWHG�IRU���
\HDUV���7KH�00&$V�SURWHFW�QRW�RQO\�WKH
EXON�RI�WKH�KLJK�TXDOLW\�ROG�JURZWK�KDELWDW�
EXW�WKH\�DOVR�SURWHFW�WKH�DUHDV�RI�UHVLGXDO
UHGZRRG�ZLWK�WKH�EHVW�RSSRUWXQLW\�IRU
VXEVWDQWLDO�UHVLGXDO�KDELWDW�LPSURYHPHQW�
7KH\�RIIHU�WKH�RQO\�DYDLODEOH�RSSRUWXQLW\�WR
SURYLGH�ODUJHU�DJJUHJDWLRQV�RI�JRRG�TXDOLW\
KDELWDW�WKDQ�H[LVWV�WRGD\�ZLWKLQ�D
UHDVRQDEOH�WLPH�IUDPH��VHH�EHORZ���%\�WKH
HQG�RI�WKH�SHUPLW�SHULRG��WKHUH�ZLOO�EH�PRUH
FORVHG�FDQRS\�IRUHVW�ZLWK�ROG�JURZWK
QHVWLQJ�VXEVWUDWH�LQ�WKH�+&3�DUHD�WKDQ
H[LVWV�WRGD\��DQG�WKDW�KDELWDW�ZLOO�EH
DJJUHJDWHG�QHDU�KLJK�TXDOLW\�XQFXW�ROG
JURZWK��7KH�DPRXQW�RI�00&$�UHVHUYH
KDELWDW�LPSURYHG�ZRXOG�EH�OHVV�WKDQ�WKH
DPRXQW�RI�RFFXSLHG�KDELWDW�KDUYHVWHG�LQ
VWULFWO\�QXPHULF�WHUPV��EXW�WKH�DGGHG�YDOXH
SURYLGHG�LQ�WKH�UHVHUYHV�E\�DJJUHJDWLQJ�DQG
LPSURYLQJ�UHVLGXDO�KDELWDW�LQ�DVVRFLDWLRQ
ZLWK�KLJK�TXDOLW\�KDELWDW�ZRXOG�PLWLJDWH�IRU
WKH�ORVV�RI�ODUJHU�DPRXQWV�RI�VFDWWHUHG
ORZHU�TXDOLW\�KDELWDW��7KH�SURSRVHG�+&3�LV
DOVR�FRQVLVWHQW�ZLWK�WKH�GLUHFWLRQ�RI�WKH
0DUEOHG�0XUUHOHW�5HFRYHU\�3ODQ��EHFDXVH�LW
EULQJV�LPSRUWDQW�KDELWDW�LQWR�SXEOLF
RZQHUVKLS��SUHVHUYHV�PRVW�RI�WKH�KLJK
TXDOLW\�RFFXSLHG�KDELWDW�UHPDLQLQJ�LQ
3$/&2�RZQHUVKLS��DQG�SURYLGHV�IRU
LPSURYHPHQW�RI�UHVHUYH�KDELWDW�LQ�D�NH\
SRUWLRQ�RI�WKH�UDQJH�RI�WKH�VSHFLHV�

2XWVLGH�WKH�5HVHUYH�DQG�00&$V������DFUHV
RI�ROG�JURZWK�KDELWDW�DQG�������DFUHV�RI
UHVLGXDO�UHGZRRG�ZRXOG�EH�KDUYHVWHG���7KH
KDUYHVW�RI�ORZHU�TXDOLW\�UHVLGXDO�DQG�WKH
KLJKHU�TXDOLW\�KDELWDW�PHQWLRQHG�DERYH
FRXOG�UHVXOW�LQ�WKH�SRWHQWLDO�WDNH�RI�EHWZHHQ
����DQG�����LQGLYLGXDO�PDUEOHG�PXUUHOHWV
RYHU�WKH�OLIH�RI�WKH�SHUPLW���7KLV�HVWLPDWHG
WDNH�LV�EDVHG�RQ�D�ZRUVW�FDVH��RQH�WR�RQH
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UHODWLRQVKLS�EHWZHHQ�KDELWDW�ORVV�DQG�DW�VHD
SRSXODWLRQV�RI�PDUEOHG�PXUUHOHWV�LQ�WKH
ELRUHJLRQ���7KLV�DPRXQW�RI�SRWHQWLDO�WDNH�
EDODQFHG�ZLWK�WKH�SURWHFWLRQV�DIIRUGHG
00&$V�DQG�WKH�DQWLFLSDWHG�LPSURYHPHQW
LQ�KDELWDW�ZLWKLQ�WKHP�WKDW�ZRXOG�RFFXU
RYHU�WKH�QH[W�GHFDGHV��VHH�GLVFXVVLRQ
EHORZ���LV�QRW�H[SHFWHG�WR�WKUHDWHQ�WKH
SRSXODWLRQ�RI�PDUEOHG�PXUUHOHWV�LQ
VRXWKHUQ�+XPEROGW�&RXQW\�RU�WKH
ELRUHJLRQ���7KH�VKRUW�WHUP�HIIHFWV�RQ�WKH
PDUEOHG�PXUUHOHW�PD\�EH�VLJQLILFDQW�EXW
ZRXOG�EH�PLQLPL]HG�DQG�PLWLJDWHG�WR�D�OHVV�
WKDQ�VLJQLILFDQW�OHYHO�RYHU�WKH�ORQJ�WHUP�

0DUEOHG�PXUUHOHW�KDELWDW�RQ�3$/&2
SURSHUW\�FRQVLVWV�RI�ROG�JURZWK�UHGZRRG
DQG�UHVLGXDO�UHGZRRG���2OG�JURZWK�UHGZRRG
JHQHUDOO\�SURYLGHV�KLJK�TXDOLW\�KDELWDW
EHFDXVH�WKH�WUHHV�KDYH�ODUJH�OLPEV�WKDW
VHUYH�DV�QHVWLQJ�SODWIRUPV��DQG�WKH�VWDQGV
KDYH�UHODWLYHO\�FORVHG�FDQRSLHV�ZKLFK
SURWHFW�\RXQJ�ELUGV�IURP�SUHGDWLRQ�DQG�WKH
ZHDWKHU��KHDW��FROG��ZLQG��UDLQ����6HYHUDO
SK\VLFDO�IDFWRUV�VXJJHVW�WKDW�WKH�UHVLGXDO
UHGZRRG�VWDQGV�SURYLGH�KDELWDW�WKDW�LV�RI
ORZHU�TXDOLW\�IRU�VXSSRUWLQJ�PXUUHOHW
UHSURGXFWLRQ���7KH�WUHHV�OHIW�XQKDUYHVWHG�LQ
UHVLGXDO�VWDQGV�ZHUH�RIWHQ�VRPHZKDW
VPDOOHU�WKDQ�WKH�RQHV�KDUYHVWHG��VR�WKH
RFFXUUHQFH�RI�ODUJH�OLPEV�DQG�GHIRUPLWLHV
VXLWDEOH�IRU�PXUUHOHW�QHVWLQJ�DUH�SUREDEO\
OHVV�WKDQ�LQ�DQ�XQFXW�VWDQG���3HUKDSV�PRUH
LPSRUWDQWO\��LQ�PRVW�UHVLGXDO�VWDQGV�WKH
VFDWWHUHG�GLVWULEXWLRQ�DQG�ORZ�FDQRS\
FORVXUH�DPRQJ�WKH�UHPDLQLQJ�WUHHV�UHVXOW�LQ
OLWWOH�DSSDUHQW�SURWHFWLRQ�IRU�H[LVWLQJ
QHVWLQJ�SODWIRUPV���6XFK�ORFDWLRQV�DSSHDU�WR
SURYLGH�UHODWLYHO\�HDV\�DFFHVV�IRU�QHVW
SUHGDWRUV�DQG�UHGXFHG�SURWHFWLRQ�IURP�WKH
ZHDWKHU���7KXV��HYHQ�ZKHUH�RFFXSLHG
EHKDYLRUV�KDYH�EHHQ�REVHUYHG�LQ�UHVLGXDO
VWDQGV��WKH�DVVXPSWLRQ�LV�WKDW�WKH�UHVLGXDO
KDELWDW�LV�RI�FRQVLGHUDEO\�ORZHU�YDOXH�WKDQ
XQFXW�ROG�JURZWK�

7ZR�SULPDU\�W\SHV�RI�LQIRUPDWLRQ�DUH
DYDLODEOH�WR�DVVLVW�LQ�MXGJLQJ�WKH�SUHVHQW
TXDOLW\�RI�PDUEOHG�PXUUHOHW�KDELWDW�LQ

UHVLGXDO�VWDQGV�DQG�WKH�SRWHQWLDO�WKDW
VXEVWDQWLDO�LPSURYHPHQW�LQ�KDELWDW�TXDOLW\
FRXOG�RFFXU�LQ�WKHVH�VWDQGV�GXULQJ�WKH����
\HDU�,73�SHULRG���7KLV�LQIRUPDWLRQ�LQFOXGHV
FDQRS\�FORVXUH�RI�WKH�UHVLGXDO�WUHHV�DQG�WKH
KHLJKW�RI�VHFRQG�JURZWK�VWDQGV�EHQHDWK�WKH
UHVLGXDO�WUHHV���,Q�JHQHUDO�LW�LV�DVVXPHG
WKDW�WKH�EHVW�KDELWDW�LQ�UHVLGXDO�VWDQGV�
FXUUHQWO\�DQG�LQ�WKH�IXWXUH��ZRXOG�EH
SURYLGHG�ZKHUH�PD[LPXP�FDQRS\�FORVXUH
DPRQJ�WKH�RYHUVWRU\�LV�FRPELQHG�ZLWK
PD[LPXP�KHLJKW�RI�WKH�XQGHUO\LQJ�VHFRQG
JURZWK�VWDQG���7KXV��ZLWKLQ�UHVLGXDO�VWDQGV
ZKHUH�VHFRQG�JURZWK�LV�WDOO�HQRXJK�WR
SURYLGH�SURWHFWLRQ�IRU�WKH�FDQRS\�RI�WKH�ROG�
JURZWK�WUHHV��KDELWDW�DSSHDUV�WR�EH�RI�EHWWHU
TXDOLW\���6HFRQG�JURZWK�WUHHV�LPSURYH�WKH
TXDOLW\�RI�WKH�UHVLGXDO�KDELWDW�ZKHQ�WKH\
UHDFK�DERXW�����IHHW�LQ�KHLJKW���$OWKRXJK
FRQGLWLRQV�YDU\�RQ�3$/&2ªV�RZQHUVKLS�
PRVW�VHFRQG�JURZWK�VWDQGV�ZRXOG�QRW
H[FHHG�����IHHW�LQ�KHLJKW�XQWLO�WKH\�DUH
ROGHU�WKDQ����\HDUV�

7KH�SRWHQWLDO�RI�UHVLGXDO�VWDQGV�WR�SURYLGH
IXWXUH�PDUEOHG�PXUUHOHW�KDELWDW�PXVW�DOVR
EH�FRQVLGHUHG�EHFDXVH�ROG�JURZWK�VWDQGV
SUREDEO\�FDQQRW�EH�SURGXFHG�IRU�VHYHUDO
KXQGUHG�\HDUV���+RZHYHU��E\�SURYLGLQJ
SURWHFWLYH�FRYHU�DURXQG�WKH�UHPDLQLQJ�ROG
WUHHV�LQ�UHVLGXDO�VWDQGV��WKH�UHJHQHUDWLRQ�RI
VHFRQG�JURZWK�PD\�LPSURYH�WKH�TXDOLW\�RI
WKH�UHVLGXDO�KDELWDW�ZLWKLQ�D�IHZ�GHFDGHV�
%HFDXVH�WKH�LQLWLDO�SDUWLDO�KDUYHVW�LQ�PDQ\
UHVLGXDO�VWDQGV�RFFXUUHG�LQ�UHFHQW�GHFDGHV�
WKHUH�DUH�FXUUHQWO\�IHZ�VWDQGV�ZKHUH�WKH
VHFRQG�JURZWK�H[FHHGV�����IHHW�LQ�KHLJKW�
6HFRQG�JURZWK�EHWZHHQ����DQG�����IHHW�LQ
KHLJKW�ZLWKLQ�UHVLGXDO�VWDQGV�WRWDOV�DERXW
������DFUHV�RQ�WKH�RZQHUVKLS���$SSUR[L�
PDWHO\�������DFUHV�RI�WKHVH�DUH�LQ�WKH
00&$V��DVVXPLQJ�WKDW�WKH�2ZO�&UHHN
00&$�LV�KDUYHVWHG��

7KH�FRQGLWLRQ�RI�VHFRQG�JURZWK�ZLWKLQ
UHVLGXDO�VWDQGV�LV�SDUWLFXODUO\�LPSRUWDQW
ZKHUH�UHVLGXDO�VWDQGV�DUH�IRXQG�QHDU
RFFXSLHG�ROG�JURZWK�VWDQGV��EHFDXVH�ROG�
JURZWK�VWDQGV�FRXOG�SURYLGH�WKH�VRXUFH�IRU
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UHRFFXSDWLRQ�RI�WKH�LPSURYLQJ�UHVLGXDO
KDELWDW���1RWDEO\��WKHVH�DUHDV�KROG�WKH�RQO\
DYDLODEOH�RSSRUWXQLW\�RQ�3$/&2�RZQHUVKLS
WR�SURYLGH�ODUJHU�DJJUHJDWLRQV�RI�JRRG�
TXDOLW\�KDELWDW�WKDQ�H[LVWV�FXUUHQWO\�ZLWKLQ
D�UHDVRQDEOH�WLPH�IUDPH���&RQVHTXHQWO\��WKH
UHVLGXDO�VWDQGV�LQFRUSRUDWHG�LQWR�WKH
00&$V�DUH�UHJDUGHG�DV�VXEVWDQWLDOO\�PRUH
YDOXDEOH�WKDQ�UHVLGXDO�VWDQGV�WKDW�DUH
LVRODWHG�IURP�ROG�JURZWK�VWDQGV���5HVLGXDO
VWDQGV�ZLWK�ZHOO�GHYHORSHG�VHFRQG�JURZWK
WKDW�QHLJKERU�ROG�JURZWK�VWDQGV�RIIHU�WKH
KLJKHVW�DYDLODEOH�SRWHQWLDO�IRU�KDELWDW
LPSURYHPHQW�ZLWKLQ�WKH�OLIH�RI�WKH�,73�
7KHVH�DUHDV�DUH�LQFRUSRUDWHG�LQWR�WKH
SURSRVHG�00&$V�

7KH�HIIHFWV�RI�WKLV�DOWHUQDWLYH�PD\�EH
VLJQLILFDQW�LQ�WKH�VKRUW�WHUP��EXW�DUH
PLQLPL]HG�DQG�PLWLJDWHG�WR�D�OHVV�WKDQ�
VLJQLILFDQW�OHYHO�LQ�WKH�ORQJ�WHUP�

1RUWKHUQ�6SRWWHG�2ZO���1R�GLUHFW�WDNH
ZRXOG�RFFXU�EHFDXVH�3$/&2�GRHV�QRW
SURSRVH�WR�WDNH�QHVWLQJ�RZOV�XQGHU�WKH
+&3��DQG�WKH�+&3�SURYLGHV�PHDVXUHV�WR
DYRLG�VXFK�WDNH���(IIHFWV�ZRXOG�RFFXU�GXH�WR
KDUYHVW�RI�VXLWDEOH�KDELWDW�ZLWKLQ�RZO�QHVW
FLUFOHV�DQG�DOORZLQJ�IRU�SRWHQWLDO�UHGXFWLRQ
RI����SHUFHQW�RI�WKH�EDVHOLQH�RZO�SRSXODWLRQ
RQ�3$/&2�ODQGV�WKURXJK�WKLV�KDELWDW
UHGXFWLRQ���$ERXW��������DFUHV�RI�QHVWLQJ
KDELWDW�ZRXOG�EH�KDUYHVWHG�E\�WKH�HQG�RI���
\HDUV���7KHVH�HIIHFWV�ZRXOG�EH�PLQLPL]HG
DQG�PLWLJDWHG�E\�SURYLGLQJ�QHVWLQJ�DQG
IRUDJLQJ�KDELWDW�IRU�QRUWKHUQ�VSRWWHG�RZOV
WKURXJKRXW�WKH�,73�SHULRG��E\�SURWHFWLQJ�DOO
NQRZQ�QHVW�VLWHV�IRU�WKH�ILUVW�ILYH�\HDUV�RI
WKH�+&3��DQG�E\�UHGXFLQJ�WKH�OLNHOLKRRG
WKDW�QHVWLQJ�RZOV�ZRXOG�EH�GLVWXUEHG�GXULQJ
WLPEHU�KDUYHVW�DQG�RWKHU�DFWLYLWLHV���7KLV
DOWHUQDWLYH�ZRXOG�QRW�EH�H[SHFWHG�WR
WKUHDWHQ�QRUWKHUQ�VSRWWHG�RZO�SRSXODWLRQV
DW�D�ORFDO�RU�UHJLRQDO�OHYHO���(YHQ�LI�WKH
SRSXODWLRQ�GHFOLQHV�WR�LWV�ORZHVW�DOORZDEOH
OHYHO��WKH�SRSXODWLRQV�ZRXOG�VWLOO
VXEVWDQWLDOO\�H[FHHG�WKH�SRSXODWLRQ�VL]H
UHFRPPHQGHG�IRU�VRXWKHUQ�+XPEROGW
&RXQW\�E\�WKH�'UDIW�6SRWWHG�2ZO�5HFRYHU\

3ODQ���&RQVHTXHQWO\��WKH�HIIHFWV�RI�WKLV
DOWHUQDWLYH�RQ�WKH�QRUWKHUQ�VSRWWHG�RZO
ZRXOG�EH�PLQLPL]HG�DQG�PLWLJDWHG�WR�D�OHVV�
WKDQ�VLJQLILFDQW�OHYHO�

&RKR�6DOPRQ���8QGHU�$OWHUQDWLYHV���DQG
�D��WKH�TXDOLW\�RI�DTXDWLF�KDELWDW�XVHG�E\
FRKR�VDOPRQ�RQ�3$/&2�SURSHUW\�ZRXOG�EH
H[SHFWHG�WR�LPSURYH�RYHU�WKH����\HDU�OLIH�RI
WKH�,73���$V�GLVFXVVHG�EHORZ�XQGHU�,VVXH���
$TXDWLF�+DELWDW��:DWHU�4XDOLW\��DQG�:DWHU
4XDQWLW\��WKH�DTXDWLF�PDQDJHPHQW�VWUDWHJ\
SURSRVHG�IRU�3$/&2�ODQGV�ZRXOG�SURYLGH
IRU�LPSURYHPHQW�LQ�DTXDWLF�KDELWDW�DQG
ZRXOG�FRQWULEXWH�VXEVWDQWLDOO\�WRZDUGV
GHYHORSLQJ�D�SURSHUO\�IXQFWLRQLQJ�DTXDWLF
V\VWHP�RYHU�WKH�OLIH�RI�WKH�,73���7KH�PDLQ
DFWLYLWLHV�WKDW�ZRXOG�LPSURYH�KDELWDW�DUH
SUHVFULSWLRQV�UHODWHG�WR�50=V�DQG�XSVORSH
DFWLYLWLHV���$GGLWLRQDOO\��WKH�SURWHFWLRQ�RI
FKDQQHO�PLJUDWLRQ�]RQHV�RQ�IORRGSODLQV
PHDQV�WKDW�WKLV�KDELWDW�ZRXOG�EH�SURWHFWHG
IRU�WKH�OLIH�RI�WKH�,73���7KLV�KDELWDW
LPSURYHPHQW�ZRXOG�SURYLGH�WKH
RSSRUWXQLW\�IRU�FRKR�VDOPRQ�SRSXODWLRQV�WR
LPSURYH�RQ�3$/&2ªV�SURSHUW\�DQG�WKHUHE\
WR�PDNH�D�VXEVWDQWLDO�FRQWULEXWLRQ�WR
KHDOWK\�SRSXODWLRQV�LQ�WKH�ZDWHUVKHGV
ZKHUH�3$/&2�RZQV�D�ODUJH�SHUFHQWDJH�RI
WKH�ODQG���7KHUH�ZRXOG�VWLOO�EH�ULVN�WR�WKH
DTXDWLF�HQYLURQPHQW�DQG�WR�FRKR�VDOPRQ
IURP�PDQDJHPHQW�DFWLYLWLHV�FRPSDUHG�WR�DQ
XQPDQDJHG�ODQGVFDSH��EXW�WKHVH�ULVNV
ZRXOG�EH�UHGXFHG�FRPSDUHG�WR�H[LVWLQJ
FRQGLWLRQV���(IIHFWV�RQ�FRKR�VDOPRQ�ZRXOG
EH�EHQHILFLDO��PLQLPL]HG��DQG�PLWLJDWHG�WR�D
OHVV�WKDQ�VLJQLILFDQW�OHYHO�

:LWKLQ�WKH�+HDGZDWHUV�5HVHUYH��WKH�TXDOLW\
RI�DTXDWLF�KDELWDW�XVHG�E\�FRKR�VDOPRQ
ZRXOG�EH�H[SHFWHG�WR�UHPDLQ�WKH�VDPH�LQ
SUHYLRXVO\�XQKDUYHVWHG�DUHDV�DQG�WR
LPSURYH�LQ�D�VLPLODU�PDQQHU�WR�WKDW
GHVFULEHG�IRU�3$/&2�ODQGV�ZKHUH
SUHYLRXVO\�KDUYHVWHG���%HFDXVH�WKHVH�ODQGV
ZRXOG�QRW�EH�PDQDJHG�IRU�WLPEHU�KDUYHVW�
KRZHYHU��WKH�ULVNV�WR�WKH�DTXDWLF
HQYLURQPHQW�ZRXOG�EH�ORZHU�RU�QRQ�
H[LVWHQW���$V�UHVWRUDWLRQ�DFWLYLWLHV�DUH
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LPSOHPHQWHG�LQ�WKH�5HVHUYH��DV�ULSDULDQ
IRUHVWV�UHJURZ��DQG�DV�WKH�ODQGVFDSH
GHYHORSV�WRZDUGV�DQ�XQPDQDJHG�FKDUDFWHU�
HYHQ�WKHVH�ORZ�ULVNV�ZRXOG�EH�PLQLPL]HG�

AB 1986 Conditions

8QGHU�WKH�+&3��HLWKHU�2ZO�&UHHN�00&$
RU�*UL]]O\�&UHHN�00&$�ZRXOG�EH�DYDLODEOH
IRU�KDUYHVW���$%������FRQGLWLRQV�WKH
H[SHQGLWXUH�RI�VWDWH�IXQGV�IRU�DFTXLVLWLRQ�RI
WKH�+HDGZDWHUV�)RUHVW�DQG�RWKHU�ODQGV�RQ
WKH�LQFOXVLRQ�RI�VHYHUDO�SURYLVLRQV�LQ�WKH
ILQDO�+&3��WKH�,$��DQG�WKH�,73V�LQWHQGHG�WR
VWUHQJWKHQ�SURWHFWLRQV�IRU�FRYHUHG�VSHFLHV�
6KRXOG�3DOFR�LQFOXGH�WKRVH�SURYLVLRQV�LQ�WKH
ILQDO�+&3��6WDWH�PRQLHV�ZRXOG�EH
DSSURSULDWHG�WR�WKH�VWDWH�:LOGOLIH
&RQVHUYDWLRQ�%RDUG�WR�IXQG�WKH�6WDWH
V
VKDUH�RI�WKH�FRVW�RI�DFTXLULQJ�DSSUR[LPDWHO\
������DFUHV�RI�SULYDWH�IRUHVW�ODQGV�
LQFOXGLQJ�WKH�+HDGZDWHUV�)RUHVW���8QGHU
$%�������2ZO�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IURP�KDUYHVW�IRU�WKH�OLIH�RI�WKH
,73V�DQG�*UL]]O\�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IRU�ILYH�\HDUV�IURP�WKH�GDWH�RI�WKH
DGRSWLRQ�RI�WKH�ILQDO�+&3����$%������DOVR
DSSURSULDWHV�DGGLWLRQDO�IXQGLQJ�IRU�WKH
IXWXUH�RSSRUWXQLW\�WR�SXUFKDVH�RI�WKH�2ZO
&UHHN���$Q\�IXQGV�UHPDLQLQJ�IURP�WKRVH
DSSURSULDWHG�IRU�WKH�SXUFKDVH�RI�WKH�2ZO
&UHHN�00&$��FRXOG�EH�XVHG�WR�SXUFKDVH
WUDFWV�RI�WKH��(ON�5LYHU�3URSHUW\��DQG
SUHYLRXVO\�XQORJJHG�'RXJODV�ILU�IRUHVW�ODQG
ZLWKLQ�WKH�0DWWROH�5LYHU�ZDWHUVKHG�

7KH�VWDWH�PDQDJLQJ�DJHQF\�DQG
PDQDJHPHQW�SUHVFULSWLRQV�DUH�XQNQRZQ
DQG�WKHVH�DFTXLVLWLRQV�DUH�VRPHZKDW
VSHFXODWLYH���&RQVLGHULQJ�WKH�OHJLVODWLYH
LQWHQW�EHKLQG�$%�������LW�LV�DVVXPHG
SXUFKDVHG�ODQGV�ZRXOG�EH�PDQDJHG
VLPLODUO\�WR�WKH�+HDGZDWHUV�5HVHUYH�
7KHVH�DQWLFLSDWHG�DFTXLVLWLRQV�ZRXOG
SURWHFW�ROG�JURZWK�DQG�UHVLGXDO�UHGZRRG
VWDQGV�DV�ZHOO�DV�WKH�VPDOO�DPRXQW�RI�ROG�
JURZWK�DQG�UHVLGXDO�'RXJODV�ILU�VWDQGV
ZLWKLQ�WKHVH�WUDFWV�LQ�SHUSHWXLW\��VHH
DFUHDJHV�LQ�6HFWLRQ�������DERYH����7KLV
DFTXLVLWLRQ�DQG�PDQDJHPHQW�ZRXOG

HIIHFWLYHO\�SURWHFW�WKH�QDWXUDO�SODQW�DQG
DQLPDO�FRPPXQLWLHV�ZLWKLQ�WKHVH�VWDQGV
DQG�IXUWKHU�UHGXFH�IUDJPHQWDWLRQ�DQG
HQKDQFH�KDELWDW�FRQQHFWLYLW\���7KH
DFTXLVLWLRQ�DQG�PDQDJHPHQW�RI�WKHVH�ROG
JURZWK�DQG�ODWH�VHUDO�VWDQGV�ZRXOG�RIIHU
ORQJ�WHUP�SURWHFWLRQ�IRU�WKLV�KDELWDW�W\SH
EHQHILWWLQJ�ODWH�VHUDO�DVVRFLDWH�VSHFLHV�VXFK
DV�WKH�PDUEOHG�PXUUHOHW�DQG�QRUWKHUQ
VSRWWHG�RZO�

7KH�DFTXLVLWLRQ�DQG�PDQDJHPHQW�RI
DGGLWLRQDO�IRUHVWODQG�ZRXOG�UHGXFH
PDQDJHPHQW�DFWLYLWLHV�WKDW�FRXOG�DGYHUVHO\
DIIHFW�FRKR�VDOPRQ���%HFDXVH�RI�WKH
UHODWLYHO\�VPDOO�DUHDV�DIIHFWHG��KRZHYHU�
WKLV�GRHV�QRW�UHSUHVHQW�D�VXEVWDQWLDO�EHQHILW
WR�FRKR�VDOPRQ�LQ�ORFDOL]HG�DUHDV�
$GGLWLRQDOO\��WKH�UHTXLUHPHQWV�UHODWHG�WR
URDG�UHODWHG�DFWLYLWLHV�ZLOO�SURYLGH�D�JUHDWHU
OHYHO�RI�SURWHFWLRQ�WR�FRKR�VDOPRQ�DQG�WKHLU
KDELWDW�GXH�WR�VHGLPHQW�GLVFKDUJH�DQG�PDVV
ZDVWLQJ�UHGXFWLRQ�FRPSDUHG�WR�$OWHUQDWLYH
��

�������� $OWHUQDWLYH����3URSHUW\�ZLGH
6HOHFWLYH�+DUYHVW�

0DUEOHG�PXUUHOHWV���8QGHU�WKLV�$OWHUQDWLYH�
DOO�ROG�JURZWK�DQG�UHVLGXDO�ROG�JURZWK
DUHDV��LQFOXGLQJ�WKH�����IRRW�EXIIHUV�SODFHG
DURXQG�WKHP��ZRXOG�QRW�EH�DYDLODEOH�IRU
WLPEHU�KDUYHVW���&RQVHTXHQWO\��WKHUH�ZRXOG
EH�QR�WDNH�RI�PDUEOHG�PXUUHOHWV�DVVRFLDWHG
ZLWK�WLPEHU�KDUYHVW���2YHU�WKH�ORQJ�WHUP�
WKHUH�ZRXOG�EH�LQFUHDVHV�LQ�PDUEOHG
PXUUHOHW�KDELWDW�DV�WKH�VHFRQG�JURZWK
IRUHVWV�DPRQJ�DQG�EHVLGH�WKH�ROG�JURZWK
DQG�UHVLGXDO�DUHDV�JURZV���7KH�JURZWK�RI
WKHVH�WUHHV�ZRXOG�HQKDQFH�WKH�KDELWDW
LQVLGH�WKHVH�DUHDV�LQ�WKH�VDPH�PDQQHU�DV
GHVFULEHG�IRU�WKH�00&$V�XQGHU�$OWHUQDWLYH
����2YHU�WKH�QH[W����\HDUV��WKLV�DOWHUQDWLYH
ZRXOG�SURYLGH�RQO\�VOLJKWO\�PRUH�LPSURYHG
KDELWDW�WKDQ�$OWHUQDWLYH�����%HFDXVH
$OWHUQDWLYH���ZRXOG�KDYH�QR�WDNH�DQG�ZRXOG
DOORZ�IRU�KDELWDW�LPSURYHPHQW��WKLV
DOWHUQDWLYH�ZRXOG�KDYH�WKH�PRVW�SRVLWLYH
HIIHFW�RI�DOO�WKH�DOWHUQDWLYHV�RQ�PDUEOHG
PXUUHOHW�SRSXODWLRQV���7KLV�DOWHUQDWLYH
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ZRXOG�KDYH�D�VLJQLILFDQW�EHQHILFLDO�HIIHFW�RQ
WKH�PXUUHOHW�

1RUWKHUQ�6SRWWHG�2ZO���8QGHU�$OWHUQDWLYH��
WKHUH�ZRXOG�EH�QR�DQWLFLSDWHG�HIIHFW�RQ
VSRWWHG�RZO�QHVWV�DQG�WKH�VHOHFWLYH�KDUYHVW
UHJLPH�RQ�WKH�HQWLUH�3$/&2�ODQGVFDSH
ZRXOG�UHVXOW�LQ�D�ORQJ�WHUP�QHW�LQFUHDVH�LQ
VXLWDEOH�KDELWDW���1HVWLQJ�KDELWDW�ZRXOG�EH
H[SHFWHG�WR�LQFUHDVH�E\��������DFUHV�E\�WKH
HQG�RI����\HDUV���&RQVHTXHQWO\��WKH�HIIHFWV
RI�WKLV�DOWHUQDWLYH�RQ�WKH�QRUWKHUQ�VSRWWHG
RZO�ZRXOG�EH�EHQHILFLDO�DQG�OHVV�WKDQ
VLJQLILFDQW�

&RKR�6DOPRQ���8QGHU�$OWHUQDWLYH����WKH
TXDOLW\�RI�DTXDWLF�KDELWDW�XVHG�E\�FRKR
VDOPRQ�RQ�3$/&2�SURSHUW\�ZRXOG�EH
H[SHFWHG�WR�LPSURYH�RYHU�WKH�ORQJ�WHUP���$V
GLVFXVVHG�EHORZ�XQGHU�,VVXH���$TXDWLF
+DELWDW��:DWHU�4XDOLW\��DQG�:DWHU
4XDQWLW\��WKH�FRPELQDWLRQ�RI�UHODWLYHO\
ZLGH�QR�KDUYHVW�ULSDULDQ�EXIIHUV�DQG�D�URDG
LPSURYHPHQW�SURJUDP�ZRXOG�FRQWULEXWH
VXEVWDQWLDOO\�WRZDUGV�GHYHORSLQJ�D�SURSHUO\
IXQFWLRQLQJ�DTXDWLF�V\VWHP�RYHU�WKH�ORQJ
WHUP���7KLV�LPSURYHPHQW�LQ�KDELWDW�ZRXOG
SURYLGH�WKH�RSSRUWXQLW\�IRU�FRKR�VDOPRQ
SRSXODWLRQV�WR�LPSURYH�RQ�3$/&2ªV
SURSHUW\�DQG�WKHUHE\�WR�PDNH�D�VXEVWDQWLDO
FRQWULEXWLRQ�WR�KHDOWK\�SRSXODWLRQV�LQ�WKH
VRXWKHUQ�+XPEROGW�ELRUHJLRQ���7KH�HIIHFWV
RQ�FRKR�VDOPRQ�ZRXOG�EH�EHQHILFLDO�DQG�OHVV
WKDQ�VLJQLILFDQW�

8QGHU�$OWHUQDWLYH����WKH�+HDGZDWHUV
5HVHUYH�ZRXOG�EH�WKH�VDPH�DV�XQGHU
$OWHUQDWLYH�����&RQVHTXHQWO\��WKH�FRQGLWLRQV
GHVFULEHG�XQGHU�WKDW�DOWHUQDWLYH�ZRXOG
DSSO\���:LWKLQ�WKH�+HDGZDWHUV�5HVHUYH��WKH
TXDOLW\�RI�DTXDWLF�KDELWDW�XVHG�E\�FRKR
VDOPRQ�ZRXOG�EH�H[SHFWHG�WR�UHPDLQ�WKH
VDPH�LQ�SUHYLRXVO\�XQKDUYHVWHG�DUHDV�DQG
WR�LPSURYH�LQ�D�VLPLODU�PDQQHU�WR�WKDW
GHVFULEHG�IRU�3$/&2�ODQGV�ZKHUH
SUHYLRXVO\�KDUYHVWHG���%HFDXVH�WKHVH�ODQGV
ZRXOG�QRW�EH�PDQDJHG�IRU�WLPEHU�KDUYHVW�
WKH�ULVNV�WR�WKH�DTXDWLF�HQYLURQPHQW�ZRXOG
EH�ORZHU�RU�QRQ�H[LVWHQW���$V�UHVWRUDWLRQ
DFWLYLWLHV�DUH�LPSOHPHQWHG�LQ�WKH�5HVHUYH�

DV�ULSDULDQ�IRUHVWV�UHJURZ��DQG�DV�WKH
ODQGVFDSH�GHYHORSV�WRZDUGV�DQ�XQPDQDJHG
FKDUDFWHU��HYHQ�WKHVH�ORZ�ULVNV�ZRXOG�EH
PLQLPL]HG�

�������� $OWHUQDWLYH�����������DFUH�1R�
KDUYHVW�3XEOLF�5HVHUYH�

0DUEOHG�PXUUHOHWV�����8QGHU�$OWHUQDWLYH���
QR�PDUEOHG�PXUUHOHW�KDELWDW�ZRXOG�EH
SURWHFWHG�RQ�3$/&2�RZQHUVKLS���$OO�KLJK
TXDOLW\�KDELWDW�H[FHSW�IRU�WKH�*UL]]O\�&UHHN
DUHD�ZRXOG�EH�SURWHFWHG�LQ�WKH��������DFUH
5HVHUYH���+DUYHVW�RI�*UL]]O\�&UHHN�ZRXOG
KDUYHVW�����DFUHV�RI�ROG�JURZWK�UHGZRRG
DQG�����DFUHV�RI�UHVLGXDO�UHGZRRG���2Q�WKH
UHPDLQGHU�RI�3$/&2ªV�RZQHUVKLS�DERXW����
DFUHV�RI�ROG�JURZWK�UHGZRRG�DQG�������DFUHV
RI�UHVLGXDO�ROG�JURZWK�UHGZRRG�ZRXOG�EH
KDUYHVWHG�E\�WKH�HQG�RI�WKH�+&3�SHULRG�
7KH�KDUYHVW�RI�ORZHU�TXDOLW\�UHVLGXDO�DQG
WKH�KLJKHU�TXDOLW\�KDELWDW�PHQWLRQHG�DERYH
ZRXOG�UHVXOW�LQ�WKH�SRWHQWLDO�WDNH�RI����
DQG�����LQGLYLGXDO�PDUEOHG�PXUUHOHWV�
7KLV�HVWLPDWHG�WDNH�LV�EDVHG�RQ�D�ZRUVW�
FDVH��RQH�WR�RQH�UHODWLRQVKLS�EHWZHHQ
KDELWDW�ORVV�DQG�DW�VHD�SRSXODWLRQV�RI
PDUEOHG�PXUUHOHWV�LQ�WKH�ELRUHJLRQ���7KLV
DPRXQW�RI�WDNH��EDODQFHG�ZLWK�WKH
SURWHFWLRQV�SURYLGHG�E\�WKH�5HVHUYH��LV�QRW
H[SHFWHG�WR�WKUHDWHQ�WKH�SRSXODWLRQ�RI
PDUEOHG�PXUUHOHWV�LQ�6RXWKHUQ�+XPEROGW
&RXQW\�RU�WKH�ELRUHJLRQ���7KH�VKRUW�WHUP�
WHUP�HIIHFWV�RQ�WKH�PDUEOHG�PXUUHOHW�PD\
EH�VLJQLILFDQW��EXW�RYHU�WKH�ORQJ�WHUP�ZRXOG
EH�PLQLPL]HG��PLWLJDWHG��DQG�OHVV�WKDQ
VLJQLILFDQW�

1RUWKHUQ�6SRWWHG�2ZO���8QGHU�$OWHUQDWLYH
���WKH�HIIHFWV�RQ�WKH�QRUWKHUQ�VSRWWHG�RZO�RQ
3$/&2�ODQGV�ZRXOG�EH�VLPLODU�WR�WKRVH
XQGHU�$OWHUQDWLYH�����1R�WDNH�ZRXOG�RFFXU
EHFDXVH�3$/&2�GRHV�QRW�SURSRVH�WR�WDNH
QHVWLQJ�RZOV�XQGHU�WKH�+&3��DQG�WKH�+&3
SURYLGHV�PHDVXUHV�WR�DYRLG�VXFK�WDNH�
(IIHFWV�ZRXOG�RFFXU�GXH�WR�KDUYHVW�RI
VXLWDEOH�KDELWDW�ZLWKLQ�RZO�QHVW�FLUFOHV�DQG
DOORZLQJ�IRU�SRWHQWLDO�UHGXFWLRQ�RI���
SHUFHQW�RI�WKH�EDVHOLQH�RZO�SRSXODWLRQ�RQ
3$/&2�ODQGV�WKURXJK�WKLV�KDELWDW
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UHGXFWLRQ���7KHUH�ZRXOG�EH�D�GHFOLQH�RI
DERXW�������DFUHV�RI�QHVWLQJ�KDELWDW�E\�\HDU
���EXW�DQ�LQFUHDVH�RI�����DFUHV�E\�\HDU����
3$/&2�RZQHUVKLS�LV�OHVV�XQGHU�WKLV
DOWHUQDWLYH�DQG�WKH�DFWXDO�QXPEHU�RI�RZOV
WKDW�FRXOG�EH�DIIHFWHG�ZRXOG�EH
SURSRUWLRQDWHO\�OHVV���,PSDFWV�IURP�WKHVH
WDNLQJV�ZRXOG�EH�PLQLPL]HG�DQG�PLWLJDWHG
E\�SURYLGLQJ�QHVWLQJ�DQG�IRUDJLQJ�KDELWDW
IRU�QRUWKHUQ�VSRWWHG�RZOV�WKURXJKRXW�WKH
,73�SHULRG��E\�SURWHFWLQJ�DOO�NQRZQ�QHVW
VLWHV�IRU�WKH�ILUVW�ILYH�\HDUV�RI�WKH�+&3��DQG
E\�UHGXFLQJ�WKH�OLNHOLKRRG�WKDW�QHVWLQJ�RZOV
ZRXOG�EH�GLVWXUEHG�GXULQJ�WLPEHU�KDUYHVW
DQG�RWKHU�DFWLYLWLHV���7KLV�DOWHUQDWLYH�ZRXOG
QRW�EH�H[SHFWHG�WR�WKUHDWHQ�QRUWKHUQ
VSRWWHG�RZO�SRSXODWLRQV�DW�D�ORFDO�RU
UHJLRQDO�OHYHO���(YHQ�LI�WKH�SRSXODWLRQ
GHFOLQHV�WR�LWV�ORZHVW�DOORZDEOH�OHYHO��WKH
SRSXODWLRQV�ZRXOG�VWLOO�VXEVWDQWLDOO\�H[FHHG
WKH�SRSXODWLRQ�VL]H�UHFRPPHQGHG�IRU
6RXWKHUQ�+XPEROGW�&RXQW\�E\�WKH�'UDIW
6SRWWHG�2ZO�5HFRYHU\�3ODQ���7KH�5HVHUYH
ZRXOG�DOVR�VHUYH�DV�D�UHODWLYHO\�ODUJH�UHIXJH
IRU�QRUWKHUQ�VSRWWHG�RZOV�LQ�DQ�RWKHUZLVH
ODUJHO\�PDQDJHG�ODQGVFDSH���&RQVHTXHQWO\�
WKH�HIIHFWV�RI�WKLV�DOWHUQDWLYH�RQ�WKH
QRUWKHUQ�VSRWWHG�RZO�ZRXOG�EH�PLQLPL]HG
DQG�PLWLJDWHG�WR�D�OHVV�WKDQ�VLJQLILFDQW
OHYHO�

&RKR�6DOPRQ���8QGHU�$OWHUQDWLYH����WKH
TXDOLW\�RI�DTXDWLF�KDELWDW�XVHG�E\�FRKR
VDOPRQ�RQ�3$/&2�SURSHUW\�ZRXOG�EH
H[SHFWHG�WR�LPSURYH�RYHU�WKH����\HDU�OLIH�RI
WKH�,73�LQ�WKH�VDPH�PDQQHU�DV�GHVFULEHG
XQGHU�$OWHUQDWLYH�����$V�GLVFXVVHG�XQGHU
,VVXH���$TXDWLF�+DELWDW��:DWHU�4XDOLW\�
DQG�:DWHU�4XDQWLW\�IRU�$OWHUQDWLYH����WKH
DTXDWLF�PDQDJHPHQW�VWUDWHJ\�GHVLJQHG�IRU
3$/&2�ODQGV�ZRXOG�SURYLGH�IRU
LPSURYHPHQW�LQ�DTXDWLF�KDELWDW�DQG�ZRXOG
FRQWULEXWH�VXEVWDQWLDOO\�WRZDUGV�GHYHORSLQJ
D�SURSHUO\�IXQFWLRQLQJ�DTXDWLF�V\VWHP�RYHU
WKH�OLIH�RI�WKH�,73���7KH�PDLQ�DFWLYLWLHV�WKDW
ZRXOG�LPSURYH�KDELWDW�DUH�SUHVFULSWLRQV
UHODWHG�WR�50=V�DQG�XSVORSH�DFWLYLWLHV�
$GGLWLRQDOO\��WKH�SURWHFWLRQ�RI�FKDQQHO
PLJUDWLRQ�]RQHV�RQ�IORRGSODLQV�PHDQV�WKDW

WKLV�KDELWDW�ZRXOG�EH�SURWHFWHG�IRU�WKH�OLIH
RI�WKH�,73���7KLV�KDELWDW�LPSURYHPHQW
ZRXOG�SURYLGH�WKH�RSSRUWXQLW\�IRU�FRKR
VDOPRQ�SRSXODWLRQV�WR�LPSURYH�RQ�3$/&2ªV
SURSHUW\�DQG�WKHUHE\�WR�PDNH�D�VXEVWDQWLDO
FRQWULEXWLRQ�WR�KHDOWK\�SRSXODWLRQV�LQ�WKH
ZDWHUVKHGV�ZKHUH�3$/&2�RZQV�D�ODUJH
SHUFHQWDJH�RI�WKH�ODQG���(IIHFWV�RQ�FRKR
VDOPRQ�ZRXOG�EH�PLQLPL]HG��IXOO\
PLWLJDWHG��EHQHILFLDO��DQG�OHVV�WKDQ
VLJQLILFDQW�

8QGHU�WKLV�DOWHUQDWLYH�D�ODUJH��������DFUH
5HVHUYH�ZRXOG�EH�FUHDWHG���,Q�WKH�VPDOOHU
XQKDUYHVWHG�DUHDV��WKH�FRQGLWLRQV�IRU�FRKR
VDOPRQ�ZRXOG�EH�DV�GHVFULEHG�XQGHU
$OWHUQDWLYHV���DQG�����7KH�UHPDLQGHU�RI�WKH
5HVHUYH�XQGHU�WKLV�DOWHUQDWLYH��KRZHYHU�
KDV�EHHQ�PDQDJHG�IRU�WLPEHU�SURGXFWLRQ���,W
KDV�D�KLJK�URDG�GHQVLW\��LV�GRPLQDWHG�E\
HDUO\�DQG�PLG�VHUDO�IRUHVW��DQG�KDV�ULSDULDQ
]RQHV�FRPSRVHG�RI�IRUHVWV�RI�YDU\LQJ�DJHV
WKDW�SURYLGH�YDU\LQJ�OHYHOV�RI�IXQFWLRQ���7KH
FUHDWLRQ�RI�WKH�5HVHUYH�ZRXOG�DOORZ�IRUHVWV
WR�UHJURZ�DQG�ZRXOG�UHGXFH�URDG�XVH�
5LSDULDQ�DUHDV�ZRXOG�JHQHUDOO\�UHJDLQ
IXQFWLRQ�DV�WKH�H[LVWLQJ�VWUHDPVLGH�IRUHVW
UHJURZV���+RZHYHU��D�URDG�LPSURYHPHQW
SURJUDP�ZRXOG�EH�QHFHVVDU\�WR�PLQLPL]H
WKH�SRWHQWLDO�IRU�URDG�UHODWHG�VHGLPHQW
�ERWK�ILQH��DQG�FRDUVH�JUDLQHG��WR�HQWHU
VWUHDPV���6XFK�D�SURJUDP�LV�QRW�SDUW�RI�WKLV
DOWHUQDWLYH�EXW�VXFK�DFWLRQV�ZRXOG�EH
H[SHFWHG�WR�EH�LPSOHPHQWHG�LI�WKLV�DUHD
FDPH�LQWR�SXEOLF�RZQHUVKLS�

������ ,VVXH�����$TXDWLF�+DELWDW��:DWHU
4XDOLW\��DQG�:DWHU�4XDQWLW\

�������� $OWHUQDWLYH����1R�$FWLRQ�1R
3URMHFW�

$TXDWLF�+DELWDW���7KH�ULSDULDQ�PDQDJHPHQW
VWUDWHJ\�XQGHU�$OWHUQDWLYH���ZRXOG
FRQWULEXWH�WR�LPSURYHG�ULSDULDQ�DQG�DTXDWLF
FRQGLWLRQV���7KH���WR�����RU�����IRRW�50=V
IRU�&ODVV�,��ILVK�EHDULQJ�VWUHDPV�����WR����RU
����IRRW�50=V�IRU�&ODVV�,,�VWUHDPV��DTXDWLF
OLIH�EXW�QRQ�ILVK�EHDULQJ���DQG���WR����RU
����IRRW�50=V�IRU�&ODVV�,,,�VWUHDPV
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�LQWHUPLWWHQW�VWUHDPV�ZLWK�QR�DTXDWLF�OLIH�
ZRXOG�SURYLGH�IRU�LPSURYHPHQWV�LQ�WKH
LPSRUWDQW�ULSDULDQ�IXQFWLRQV�RI�VWUHDP
VKDGH��/:'�UHFUXLWPHQW��OHDI�DQG�QHHGOH
OLWWHU��VWUHDPEDQN�VWDELOLW\��DQG�VHGLPHQW
FRQWURO���7KH�XSSHU�HQG�RI�WKHVH�50=
ZLGWKV�SURYLGH�IRU�KLJK�OHYHOV�RI�SURWHFWLRQ
RI�DOO�RI�WKHVH�FRPSRQHQWV���7KH�ORZHU�HQG�RI
WKHVH�50=�ZLGWKV�SURYLGH�IRU�PRGHUDWH�WR
KLJK�OHYHOV�RI�SURWHFWLRQ�RI�DOO�WKHVH
ULSDULDQ�FRPSRQHQWV�

:DWHU�4XDOLW\���7KH�ULSDULDQ�PDQDJHPHQW
]RQHV�FRQVLGHUHG�XQGHU�WKLV�DOWHUQDWLYH
ZRXOG�FRQWULEXWH�WR�LPSURYLQJ�ZDWHU
TXDOLW\�LQ�WKH�DUHD���7KHVH�LPSURYHPHQWV
ZRXOG�UHVXOW�IURP�LQFUHDVHG�VKDGLQJ�DORQJ
&ODVV�,�DQG�,,�VWUHDPV�ZKLFK�LPSURYHV
ZDWHU�WHPSHUDWXUH�DQG�IURP�LQFUHDVHG
VHGLPHQW�ILOWHULQJ�FDSDELOLW\�IURP�ZLGHU
ULSDULDQ�EXIIHUV�

7KH�H[LVWLQJ�URDG�QHWZRUN�RQ�3$/&2�ODQGV
ZRXOG�JHQHUDOO\�QRW�EH�XSJUDGHG�H[FHSW�DV
UHTXLUHG�XQGHU�DQ�LQGLYLGXDO�7+3�
&RQVHTXHQWO\��WKH�ULVN�RI�URDG�IDLOXUHV�DQG
WKH�UHVXOWDQW�FRDUVH�VHGLPHQW�LQIOX[�ZRXOG
QRW�EH�UHGXFHG�IURP�SUHVHQW�FRQGLWLRQV�

+LOOVORSH�PDQDJHPHQW�SUHVFULSWLRQV�ZRXOG
FRQWLQXH�WR�RFFXU�XQGHU�)35V�ZLWK�VLWH
VSHFLILF�LGHQWLILFDWLRQ��DYRLGDQFH��DQG
PLWLJDWLRQ�PHDVXUHV�DSSOLHG���7KHVH
SURYLVLRQV�UHGXFH��EXW�GR�QRW�HOLPLQDWH��WKH
ULVN�RI�KLOOVORSH�IDLOXUHV�

:DWHU�4XDQWLW\���,QFUHDVHG�IUHTXHQF\�RI
IORRGLQJ�LQ�VRPH�VWUHDPV�ORFDWHG�EHORZ
3$/&2�ODQGV�LV�UHODWHG�WR�FRDUVH�VHGLPHQW
LQIOX[HV�WKDW�KDYH�DJJUDGHG�FKDQQHOV���,Q
WKHVH�DJJUDGHG�FRQGLWLRQV�RYHUEDQN
IORRGLQJ�PD\�RFFXU�ZLWK�LQFUHDVHG
IUHTXHQF\�DQG�LQFUHDVHG�VHGLPHQWDWLRQ
DGMDFHQW�WR�VWUHDP�FKDQQHOV�PD\�EH
DVVRFLDWHG�ZLWK�WKLV�LQFUHDVHG�RYHUEDQN
IORZ���8QGHU�WKH�SURYLVLRQV�RI�WKLV�1R
$FWLRQ�DOWHUQDWLYH�WKHUH�ZRXOG�EH�QR�URDG
PDQDJHPHQW�SURJUDP���&RQVHTXHQWO\��WKHUH
ZRXOG�EH�QR�UHGXFWLRQ�LQ�WKH�SRWHQWLDO�IRU
URDG�UHODWHG�PDVV�ZDVWLQJ�DQG�QR�UHGXFWLRQ

LQ�WKH�ULVN�RI�IORRGLQJ�WR�SHRSOH�DQG
SURSHUW\���%HFDXVH�3$/&2�ODQGV�ZRXOG
FRQWLQXH�WR�EH�PDQDJHG�IRU�WLPEHU
SURGXFWLRQ�DQG�WKH�H[LVWLQJ�URDG�QHWZRUN
ZRXOG�UHPDLQ��WKH�ULVN�RI�PDQDJHPHQW
UHODWHG��L�H���URDG�RU�KLOOVORSH��PDVV�ZDVWLQJ
DQG�DVVRFLDWHG�FRDUVH�VHGLPHQW�LQIOX[
ZRXOG�UHPDLQ�VLPLODU�WR�SUHVHQW���7KH�ULVN
RI�WKLV�PDVV�ZDVWLQJ�LV�FRQVLGHUHG
PRGHUDWH�

�������� $OWHUQDWLYH����3URSRVHG
$FWLRQ�3URSRVHG�3URMHFW��DQG��D��1R�(ON
5LYHU�3URSHUW\�

$TXDWLF�+DELWDW���3$/&2ªV�SURSRVHG
DTXDWLF�PDQDJHPHQW�VWUDWHJ\��URDG
PDQDJHPHQW�VWUDWHJ\��DQG�KLOOVORSH
VWUDWHJ\�ZRXOG�FRQWULEXWH�VXEVWDQWLDOO\�WR
LPSURYLQJ�DTXDWLF�KDELWDW�DQG�ZDWHU
TXDOLW\�RYHU�WKH����\HDU�WHUP�RI�WKH�,73�
7KH�����IRRW�50=V�IRU�&ODVV�,��ILVK�EHDULQJ
VWUHDPV��������WR�����IRRW�50=V�IRU�&ODVV�,,
VWUHDPV��DTXDWLF�OLIH�EXW�QRQ�ILVK�EHDULQJ��
DQG�((=V�DQG�(/=V�IRU�&ODVV�,,,�VWUHDPV
�LQWHUPLWWHQW�VWUHDPV�ZLWK�QR�DTXDWLF�OLIH�
ZRXOG�SURYLGH�IRU�LPSURYHPHQWV�LQ�WKH
ULSDULDQ�IXQFWLRQV�RI�VWUHDP�VKDGH��/:'
UHFUXLWPHQW��OHDI�DQG�QHHGOH�OLWWHU�
VWUHDPEDQN�VWDELOLW\��DQG�VHGLPHQW�FRQWURO�
7KH�50=�ZLGWKV�DQG�SUHVFULSWLRQV�ZLWKLQ
WKHP�SURYLGH�IRU�PRGHUDWH�WR�KLJK�OHYHOV�RI
SURWHFWLRQ�RI�DOO�RI�WKHVH�FRPSRQHQWV���7KH
LQGLFDWHG�50=�ZLGWKV�DSSO\�WR�ERWK�VLGHV�RI
VWUHDPV�

,Q�DGGLWLRQ��WKH�URDG�PDQDJHPHQW
JXLGHOLQHV�SURSRVHG�E\�3$/&2�SURYLGH�IRU
LPSURYHPHQWV�LQ�WKH�H[LVWLQJ�URDG�QHWZRUN�
7KHVH�LPSURYHPHQWV�SURYLGH�IRU�ODUJHU
FXOYHUWV�DQG�VWRUPSURRILQJ�DW�URDG�VWUHDP
FURVVLQJV���$GGLWLRQDOO\��PRUH�GLWFK�UHOLHI
FXOYHUWV�ZRXOG�EH�SODFHG�DORQJ�URDGV
EHWZHHQ�VWUHDP�FURVVLQJV���7KHVH�WZR
SURYLVLRQV�ZRXOG�UHGXFH�WKH�ULVN�RI�URDG
IDLOXUHV�ZKLFK�FDQ�SURGXFH�VLJQLILFDQW
LQIOX[HV�RI�FRDUVH�VHGLPHQW�WR�VWUHDPV
WKHUHE\�GHJUDGLQJ�WKH�TXDOLW\�RI�DTXDWLF
KDELWDW�
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+LOOVORSH�PDQDJHPHQW�SUHVFULSWLRQV�ZRXOG
PLQLPL]H�DFWLYLWLHV�RQ�SRWHQWLDOO\�XQVWDEOH
IHDWXUHV�VXFK�DV�KHDGZDOO�VZDOHV��LQQHU
JRUJHV��XQVWDEOH�DUHDV�DQG�RWKHU�VWHHS
VORSHV���7KHVH�SUHVFULSWLRQV�ZRXOG�DOVR
UHGXFH�WKH�ULVN�RI�KLOOVORSH�IDLOXUHV�ZKLFK
FDQ�DOVR�SURGXFH�VLJQLILFDQW�LQIOX[HV�RI
FRDUVH�VHGLPHQW�WR�VWUHDPV�WKHUHE\
GHJUDGLQJ�DTXDWLF�KDELWDW�

7KH�UHGXFWLRQ�RI�WKHVH�URDG�DQG�KLOOVORSH
UHODWHG�FRDUVH�VHGLPHQW�LQIOX[HV�ZRXOG
DOORZ�LPSURYHPHQW�RI�DTXDWLF�KDELWDW�HYHQ
LQ�FXUUHQWO\�DGYHUVHO\�LPSDFWHG�VWUHDP
FKDQQHOV�VXFK�DV�WKH�ILYH�ZDWHUVKHGV
LGHQWLILHG�E\�&')�DV�FXPXODWLYHO\�LPSDFWHG
E\�VHGLPHQW��L�H���%HDU�&UHHN��-RUGDQ
&UHHN��6WLW]�&UHHN��(ON�5LYHU��DQG
)UHVKZDWHU�&UHHN����%HFDXVH�3$/&2�ODQGV
ZRXOG�FRQWLQXH�WR�EH�PDQDJHG�IRU�WLPEHU
SURGXFWLRQ��WKH�ULVN�RI�PDQDJHPHQW�UHODWHG
�L�H���URDG�RU�KLOOVORSH��PDVV�ZDVWLQJ�DQG
DVVRFLDWHG�FRDUVH�VHGLPHQW�LQIOX[�ZRXOG�QRW
EH�HOLPLQDWHG���+RZHYHU��WKH�W\SHV�RI
KD]DUGV�LGHQWLILHG�DQG�WKH�W\SHV�RI
SUHVFULSWLRQV�DSSOLHG�ZRXOG�PDLQWDLQ�VXFK
ULVN�DW��RU�UHGXFH�LW�WR��ORZ�WR�PRGHUDWH
OHYHOV���7KH�HIIHFWV�RQ�DTXDWLF�KDELWDW�ZRXOG
EH�EHQHILFLDO�

:DWHU�4XDOLW\���7KH�DTXDWLF�PDQDJHPHQW
VWUDWHJ\��URDG�PDQDJHPHQW�VWUDWHJ\��DQG
KLOOVORSH�VWUDWHJ\�GHYHORSHG�IRU�3$/&2
ODQGV�ZRXOG�DOVR�FRQWULEXWH�VXEVWDQWLDOO\�WR
LPSURYLQJ�ZDWHU�TXDOLW\�LQ�WKH�DUHD���7KHVH
LPSURYHPHQWV�ZRXOG�UHVXOW�IURP�LQFUHDVHG
VKDGLQJ�DORQJ�&ODVV�,�DQG�,,�VWUHDPV�ZKLFK
LPSURYHV�ZDWHU�WHPSHUDWXUH���:LGHU�50=V
WKDQ�FXUUHQW�)35V�SOXV�WKH�UHTXLUHPHQW
WKDW�DOO�GHDG�DQG�G\LQJ�WUHHV�PXVW�EH
UHWDLQHG�DQG�DOO�H[SRVHG�VRLO�DUHDV�JUHDWHU
WKDQ�����VTXDUH�IHHW�RQ�VORSHV�JUHDWHU�WKDQ
���SHUFHQW�PXVW�EH�WUHDWHG�ZLWK�HURVLRQ
FRQWURO�DORQJ�&ODVV�,�DQG�,,�50=V�ZRXOG
PLQLPL]H�WKH�SRWHQWLDO�LQIOX[�RI�ILQH
VHGLPHQW�IURP�KLOOVORSHV�ZKLFK�ZRXOG
LPSURYH�VHGLPHQW�DQG�WXUELGLW\�FRQGLWLRQV�
7KH�50=V�ZRXOG�LPSURYH�ZDWHU
WHPSHUDWXUH��VHGLPHQW�FRQGLWLRQV��DQG

WXUELGLW\�DV�ZHOO�DV�RWKHU�ZDWHU�TXDOLW\
SDUDPHWHUV���7KH�URDG�LPSURYHPHQW
SURJUDP�ZRXOG�UHGXFH�WKH�SRWHQWLDO�IRU
FRDUVH�VHGLPHQW�LQIOX[�DV�ZHOO���([FHSW�DV
QRWHG�EHORZ��WKH�HIIHFWV�RI�WKH�SURSRVHG
+&3�RQ�ZDWHU�TXDOLW\�ZRXOG�EH�EHQHILFLDO
DQG�OHVV�WKDQ�VLJQLILFDQW�

7KH�SUHVFULSWLRQV�IRU�URDG�FRQVWUXFWLRQ
DOORZ�QHZ�URDG�FRQVWUXFWLRQ�DQG
VWRUPSURRILQJ�GXULQJ�WKH�ZLQWHU�SHULRG
�1RYHPEHU���WR�$SULO������5RDG�FRQVWUXFWLRQ
ZRXOG�QRW�RFFXU�GXULQJ�SHULRGV�RI
PHDVXUDEOH�SUHFLSLWDWLRQ���5RDG�EXLOGLQJ�LQ
WKH�ZLQWHU�PRQWKV�LV�FRQWLQJHQW�XSRQ�&')
DSSURYDO��IRU�7+3�UHODWHG�URDGV�RQO\��DQG
QRWLILFDWLRQ�WR�10)6��):6�DQG�&')*�RI
WKH�URDG�FRQVWUXFWLRQ�DFWLYLWLHV���,Q�WKH
DEVHQFH�RI�DGHTXDWH�PLWLJDWLRQ��KRZHYHU�
H[SRVXUH�RI�URDG�ILOO�PDWHULDO�DQG�GLVWXUEHG
VRLO�GXULQJ�KHDY\�UDLQV�RI�WKH�ZLQWHU�FRXOG
UHVXOW�LQ�H[FHVVLYH�GLVFKDUJH�RI�VHGLPHQW�WR
VWUHDPV��YLRODWLQJ�ZDWHU�TXDOLW\�REMHFWLYHV
IRU�VHGLPHQW�DQG�WXUELGLW\���7KH�ZLQWHU
URDG�PDQDJHPHQW�SUHVFULSWLRQV�FRXOG�UHVXOW
LQ�DGYHUVH�LPSDFWV��SUHVHQW�D�KLJK�ULVN�WR
ZDWHU�TXDOLW\�DQG�LWV�EHQHILFLDO�XVHV��DQG
FRXOG�H[FHHG�WKH�WKUHVKROG�RI�VLJQLILFDQFH
IRU�VHGLPHQW�GLVFKDUJH���7KH�IHGHUDO�DQG
VWDWH�DJHQFLHV�DQG�3$/&2�KDYH��KRZHYHU�
DJUHHG�WR�GHYHORS�D�SURFHVV�ZKHUH�VSHFLILF�
LGHQWLILHG��URDG�UHODWHG�DFWLYLWLHV�WR�DGGUHVV
HPHUJHQFLHV�DQG�VSHFLDO�FLUFXPVWDQFHV
FRXOG�SURFHHG�ZLWKRXW�SULRU�DSSURYDO��VXFK
DV�UHVSRQGLQJ�WR�FXOYHUW�IDLOXUHV�DQG�RWKHU
FLUFXPVWDQFHV�WKDW�FRXOG�RWKHUZLVH�UHVXOW
LQ�RQJRLQJ�VHGLPHQW�GLVFKDUJHV��7KHVH
ZRXOG�HQDEOH�IDVWHU�UHVSRQVH�WR�PLQLPL]H
GLVFKDUJHV���$VVXPLQJ�WKDW�DOO�RWKHU�ZLQWHU
URDG�FRQVWUXFWLRQ�RU�UHFRQVWUXFWLRQ
DFWLYLWLHV�DQG�VWRUPSURRILQJ��RWKHU�WKDQ
WKRVH�VSHFLILF�DFWLYLWLHV�LGHQWLILHG�IRU
HPHUJHQFLHV�DQG�VSHFLDO�FLUFXPVWDQFHV�
ZHUH�DOORZHG�RQO\�DIWHU�DSSURYDO�E\�&')�
10)6��):6��DQG�&')*��LQ�RUGHU�WR�DYRLG
H[FHVV�VHGLPHQW�GLVFKDUJHV��WKH�ULVN�WR
ZDWHU�TXDOLW\�DQG�LWV�EHQHILFLDO�XVHV�ZRXOG
EH�OHVV�WKDQ�VLJQLILFDQW�
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,Q�DGGLWLRQ��WKH�ZHW�ZHDWKHU�URDG�XVH
SUHVFULSWLRQV�LQ�WKH�+&3�SUHVHQW�D
PRGHUDWH�ULVN�WR�ZDWHU�TXDOLW\���7KLV�ULVN
KDV�EHHQ�PLQLPL]HG�WR�D�OHYHO�RI�OHVV�WKDQ
VLJQLILFDQW�EHFDXVH�WKH�+&3�UHTXLUHV�WKDW
URDG�XVH�DFWLYLWLHV�FHDVH�ZKHQ�DFWLYLWLHV
UHVXOW�LQ�D�YLVLEOH�LQFUHDVH�LQ�WXUELGLW\�LQ
DQ\�GUDLQDJH�IDFLOLW\�RU�URDG�VXUIDFH�WKDW
GUDLQV�GLUHFWO\�WR�D�&ODVV�,��,,��RU�,,,
ZDWHUFRXUVH��RU�D�YLVLEOH�LQFUHDVH�LQ
WXUELGLW\�LQ�DQ\�&ODVV�,��,,��RU�,,,
ZDWHUFRXUVH�

:DWHU�4XDQWLW\���,QFUHDVHG�IUHTXHQF\�RI
IORRGLQJ�LQ�VRPH�VWUHDPV�ORFDWHG�EHORZ
3$/&2�ODQGV�LV�UHODWHG�WR�FRDUVH�VHGLPHQW
LQIOX[HV�WKDW�KDYH�DJJUDGHG�FKDQQHOV���,Q
WKHVH�DJJUDGHG�FRQGLWLRQV�RYHUEDQN
IORRGLQJ�PD\�RFFXU�ZLWK�LQFUHDVHG
IUHTXHQF\�DQG�LQFUHDVHG�VHGLPHQWDWLRQ
DGMDFHQW�WR�VWUHDP�FKDQQHOV�PD\�EH
DVVRFLDWHG�ZLWK�WKLV�IORRGLQJ���8QGHU�WKH
3URSRVHG�$FWLRQ�3URSRVHG�3URMHFW�WKHUH
ZRXOG�EH�D�VSHFLILF�URDG�PDQDJHPHQW
SURJUDP�GHVLJQHG�WR�UHGXFH�WKH�OLNHOLKRRG
RI�URDG�UHODWHG�PDVV�ZDVWLQJ�FRPSDUHG�WR
$OWHUQDWLYH�����&RQVHTXHQWO\��WKH�SRWHQWLDO
IRU�IXWXUH�FKDQQHO�DJJUDGDWLRQ�IURP�FRDUVH�
VHGLPHQW�LQIOX[�ZRXOG�EH�UHGXFHG���2YHU
WLPH�VWUHDPV�ZRXOG�EHFRPH�PRUH
FKDQQHOL]HG�DQG�WKHLU�ZDWHU�FDSDFLW\�ZRXOG
LQFUHDVH���7KLV�FRPELQDWLRQ�ZRXOG�UHVXOW�LQ
D�UHGXFWLRQ�LQ�WKH�ULVN�RI�IORRGLQJ�WR�SHRSOH
DQG�SURSHUW\���%HFDXVH�3$/&2�ODQGV�ZRXOG
FRQWLQXH�WR�EH�PDQDJHG�IRU�WLPEHU
SURGXFWLRQ�DQG�WKH�H[LVWLQJ�URDG�QHWZRUN
ZRXOG�UHPDLQ��WKH�ULVN�RI�PDQDJHPHQW�
UHODWHG��L�H���URDG�RU�KLOOVORSH��PDVV�ZDVWLQJ
DQG�DVVRFLDWHG�FRDUVH�VHGLPHQW�LQIOX[
ZRXOG�UHPDLQ�EXW�ZRXOG�EH�FRQVLGHUHG
PRGHUDWH�DQG�OHVV�WKDQ�VLJQLILFDQW�

AB 1986 Conditions

8QGHU�WKH�+&3��HLWKHU�2ZO�&UHHN�00&$
RU�*UL]]O\�&UHHN�00&$�ZRXOG�EH�DYDLODEOH
IRU�KDUYHVW���$%������FRQGLWLRQV�WKH
H[SHQGLWXUH�RI�VWDWH�IXQGV�IRU�DFTXLVLWLRQ�RI
WKH�+HDGZDWHUV�)RUHVW�DQG�RWKHU�ODQGV�RQ
WKH�LQFOXVLRQ�RI�VHYHUDO�SURYLVLRQV�LQ�WKH

ILQDO�+&3��WKH�,$��DQG�WKH�,73V�LQWHQGHG�WR
VWUHQJWKHQ�SURWHFWLRQV�IRU�FRYHUHG�VSHFLHV�
6KRXOG�3DOFR�LQFOXGH�WKRVH�SURYLVLRQV�LQ�WKH
ILQDO�+&3��6WDWH�PRQLHV�ZRXOG�EH
DSSURSULDWHG�WR�WKH�VWDWH�:LOGOLIH
&RQVHUYDWLRQ�%RDUG�WR�IXQG�WKH�6WDWH
V
VKDUH�RI�WKH�FRVW�RI�DFTXLULQJ�DSSUR[LPDWHO\
������DFUHV�RI�SULYDWH�IRUHVW�ODQGV�
LQFOXGLQJ�WKH�+HDGZDWHUV�)RUHVW���8QGHU
$%�������2ZO�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IURP�KDUYHVW�IRU�WKH�OLIH�RI�WKH
,73V�DQG�*UL]]O\�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IRU�ILYH�\HDUV�IURP�WKH�GDWH�RI�WKH
DGRSWLRQ�RI�WKH�ILQDO�+&3����$%������DOVR
DSSURSULDWHV�DGGLWLRQDO�IXQGLQJ�IRU�WKH
IXWXUH�RSSRUWXQLW\�WR�SXUFKDVH�RI�WKH�2ZO
&UHHN���$Q\�IXQGV�UHPDLQLQJ�IURP�WKRVH
DSSURSULDWHG�IRU�WKH�SXUFKDVH�RI�WKH�2ZO
&UHHN�00&$��FRXOG�EH�XVHG�WR�SXUFKDVH
WUDFWV�RI�WKH��(ON�5LYHU�3URSHUW\��DQG
SUHYLRXVO\�XQORJJHG�'RXJODV�ILU�IRUHVW�ODQG
ZLWKLQ�WKH�0DWWROH�5LYHU�ZDWHUVKHG�

7KH�6WDWH�PDQDJLQJ�DJHQF\�DQG
PDQDJHPHQW�SUHVFULSWLRQV�DUH�XQNQRZQ
DQG�WKHVH�DFTXLVLWLRQV�DUH�VRPHZKDW
VSHFXODWLYH���&RQVLGHULQJ�WKH�OHJLVODWLYH
LQWHQW�EHKLQG�$%�������LW�LV�DVVXPHG
SXUFKDVHG�ODQGV�ZRXOG�EH�PDQDJHG
VLPLODUO\�WR�WKH�+HDGZDWHUV�5HVHUYH�
7KHVH�DQWLFLSDWHG�DFTXLVLWLRQV�ZRXOG
SURWHFW�ROG�JURZWK�DQG�UHVLGXDO�UHGZRRG
VWDQGV�DQG�VRPH�'RXJODV�ILU�VWDQGV�ZLWKLQ
WKHVH�WUDFWV�LQ�SHUSHWXLW\�

7KH�DFTXLVLWLRQ�DQG�PDQDJHPHQW�RI
DGGLWLRQDO�IRUHVW�ODQG�ZRXOG�UHGXFH
PDQDJHPHQW�DFWLYLWLHV�WKDW�FRXOG�DGYHUVHO\
DIIHFW�DTXDWLF�KDELWDW�DQG�ZDWHU�TXDOLW\�
%HFDXVH�RI�WKH�UHODWLYHO\�VPDOO�DUHDV
DIIHFWHG��KRZHYHU��WKLV�GRHV�QRW�UHSUHVHQW�D
VXEVWDQWLDO�GLIIHUHQFH�RZQHUVKLS�ZLGH��EXW
PD\�EH�D�VXEVWDQWLDO�EHQHILW�WR�DTXDWLF
KDELWDW�DQG�ZDWHU�TXDOLW\�LQ�ORFDOL]HG�DUHDV�
3URSHUW\�ZLGH�50=�SUHVFULSWLRQV�IRU�ERWK
FODVV�,�DQG�FODVV�,,�VWUHDPV�UHSUHVHQW�D
VLJQLILFDQW�EHQHILW�WR�ERWK�DTXDWLF�KDELWDW
DQG�ZDWHU�TXDOLW\���3URSHUW\�ZLGH��FODVV�,
VWUHDPV�ZRXOG�EH�D�PLQLPXP�����IRRW�QR�
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KDUYHVW�LQQHU�EXIIHU�DQG�IRU�&ODVV�,,
VWUHDPV�D�PLQLPXP����IRRW�QR�KDUYHVW
LQQHU�EXIIHU�ZLWK�WKH�UHPDLQGHU�RI�WKH
50=V�VHOHFWLYHO\�KDUYHVWHG�DV�GHVFULEHG
XQGHU�WKH�$OWHUQDWLYH���GHIDXOW�VWUDWHJ\
�L�H�������IRRW�50=�IRU�&ODVV�,�VWUHDPV�DQG
�����WR�����IRRW�50=V�IRU�&ODVV�,,�VWUHDPV��
7KH�&ODVV�,�50=�SUHVFULSWLRQV�ZRXOG
SURYLGH�KLJKHU�SURWHFWLRQ�EHFDXVH�LW�VKRXOG
PDLQWDLQ�RU�H[FHHG����SHUFHQW�FDQRS\
FORVXUH�IRU�SURWHFWLRQ�RI�VWUHDP�VKDGH�DQG
ZDWHU�WHPSHUDWXUH��ZRXOG�SURYLGH
DGGLWLRQDO�/:'�ZKLFK�ZRXOG�FRQWULEXWH�WR
LQFUHDVLQJ�KDELWDW�FRPSOH[LW\��ZRXOG
SURYLGH�IRU�D�PRUH�HIIHFWLYH�VHGLPHQW
ILOWUDWLRQ�EXIIHU�DQG�LQFUHDVH�WKH�SURWHFWLRQ
IRU�VWHHS�VORSHV�DGMDFHQW�WR�WKH�50=���)RU
FODVV�,,�VWUHDPV�LQ�WKH�LQWHULP�SHULRG�
H[WHQGLQJ�WKH�LQQHU�EXIIHU�IURP����IHHW�WR
���IHHW�ZRXOG�VXEVWDQWLDOO\�LQFUHDVH�WKH
OHYHO�RI�SURWHFWLRQ����7KH�VDPH�OHYHO�RI
SURWHFWLRQ��DV�LQ�WKH�$OWHUQDWLYH���GHIDXOW
VWUDWHJ\��ZRXOG�EH�SURYLGHG�ZKHUH�D����IRRW
QR�KDUYHVW�LQQHU�EDQG�ZLWKLQ�WKH�50=�LV
DOUHDG\�SUHVFULEHG��+RZHYHU��DGGLWLRQDO
SURWHFWLRQ�ZRXOG�EH�SURYLGHG�IRU�&ODVV�,,
VWUHDPV�ZKHUH�WKHUH�LV�OHVV�WKDQ�D����IRRW
QR�KDUYHVW�LQQHU�EDQG�LQ�WKH�50=���&ODVV�,,
VWUHDPV�WKDW�KDYH�WKH�OHVVHU�SURWHFWLRQ
XQGHU�WKH�SURSRVHG�+&3�DUH�WKRVH�WKDW
ZRXOG�EH�KDUYHVWHG�LQ�WKH�ILUVW�WKUHH�\HDUV
DV�ZHOO�DV�IRU�WKRVH�KDUYHVWHG�LQ�WKH
UHPDLQLQJ����\HDUV�RXWVLGH�WKH�+XPEROGW
:$$�LQ�UHGZRRG�WLPEHU�W\SHV�ZLWK�VORSHV
OHVV�WKDQ����SHUFHQW���7KHVH�EXIIHUV�ZRXOG
LQFUHDVH�WKH�HIIHFWLYHQHVV�RI�VWUHDP�VKDGH�
ZDWHU�WHPSHUDWXUH��/:'��VHGLPHQW
ILOWUDWLRQ��DQG�VWHHS�VORSH�SURWHFWLRQ�E\�WKH
FODVV�,,�50=V�DQG�ZRXOG�UHGXFH�WKH�UHODWHG
ULVNV�WR�ZDWHU�TXDOLW\�DQG�DTXDWLF�KDELWDW�
$GGLWLRQDOO\��WKH�UHTXLUHPHQW�IRU�URDG
UHODWHG�DFWLYLWLHV�WR�EH�QR�OHVV�SURWHFWLYH��RQ
EDODQFH��WKDQ�WKH�,QWHUDJHQF\�-DQXDU\���
������DTXDWLF�VWUDWHJ\��ZLOO�SURYLGH�D
JUHDWHU�OHYHO�RI�SURWHFWLRQ�WR�DTXDWLF�KDELWDW
DQG�ZDWHU�TXDOLW\�GXH�WR�VHGLPHQW
GLVFKDUJH�DQG�PDVV�ZDVWLQJ�UHGXFWLRQ�WKDQ
$OWHUQDWLYH���

�������� $OWHUQDWLYH����3URSHUW\�ZLGH
6HOHFWLYH�+DUYHVW�

$TXDWLF�+DELWDW���8QGHU�$OWHUQDWLYH����WKH
DTXDWLF�PDQDJHPHQW�VWUDWHJ\��URDG
PDQDJHPHQW�VWUDWHJ\��DQG�KLOOVORSH
VWUDWHJ\�ZRXOG�FRQWULEXWH�VXEVWDQWLDOO\�WR
LPSURYLQJ�DTXDWLF�KDELWDW�DQG�ZDWHU
TXDOLW\�RYHU�WKH����\HDU�WHUP�RI�WKH�,73�

50=V�ZRXOG�EH�VLPLODU�WR�WKRVH�GHVFULEHG
XQGHU�$OWHUQDWLYH���DOWKRXJK�WKHLU�ZLGWKV
FRXOG�EH�UHGXFHG�LI�ZDWHUVKHG�DQDO\VLV
VKRZHG�WKDW�ULSDULDQ�DQG�DTXDWLF�IXQFWLRQV
ZRXOG�EH�PDLQWDLQHG���7KHVH�50=V�ZRXOG
SURYLGH�IRU�LPSURYHPHQWV�LQ�WKH�ULSDULDQ
IXQFWLRQV�RI�VWUHDP�VKDGH��/:'
UHFUXLWPHQW��OHDI�DQG�QHHGOH�OLWWHU�
VWUHDPEDQN�VWDELOLW\��DQG�VHGLPHQW�FRQWURO�
7KH�50=�ZLGWKV�DQG�SUHVFULSWLRQV�ZLWKLQ
WKHP�SURYLGH�IRU�PRGHUDWH�WR�KLJK�OHYHOV�RI
SURWHFWLRQ�RI�DOO�RI�WKHVH�FRPSRQHQWV�

,Q�DGGLWLRQ��WKH�URDG�PDQDJHPHQW
JXLGHOLQHV�VLPLODU�WR�WKRVH�SURSRVHG�IRU
$OWHUQDWLYH���SURYLGH�IRU�LPSURYHPHQWV�LQ
WKH�H[LVWLQJ�URDG�QHWZRUN���7KHVH
LPSURYHPHQWV�SURYLGH�IRU�ODUJHU�FXOYHUWV
DQG�VWRUPSURRILQJ�DW�URDG�VWUHDP
FURVVLQJV���$GGLWLRQDOO\��PRUH�GLWFK�UHOLHI
FXOYHUWV�ZRXOG�EH�SODFHG�DORQJ�URDGV
EHWZHHQ�VWUHDP�FURVVLQJV���7KHVH�WZR
SURYLVLRQV�ZRXOG�UHGXFH�WKH�ULVN�RI�URDG
IDLOXUHV�ZKLFK�FDQ�SURGXFH�VLJQLILFDQW
LQIOX[HV�RI�FRDUVH�VHGLPHQW�WR�VWUHDPV
WKHUHE\�GHJUDGLQJ�WKH�TXDOLW\�RI�DTXDWLF
KDELWDW�

,Q�JHQHUDO�VHOHFWLYH�KDUYHVW�ZRXOG�EH
H[SHFWHG�WR�UHGXFH�WKH�SRWHQWLDO�IRU�PDVV
ZDVWLQJ�DQG�VKRXOG�UHGXFH�SRWHQWLDO�PDVV
ZDVWLQJ�DQG�DVVRFLDWHG�FRDUVH�VHGLPHQW
LQIOX[�WR�VWUHDPV���+RZHYHU��LI�VHOHFWLYH
ORJJLQJ�ZDV�GRQH�E\�UHSHDWHG�WUDFWRU
HQWULHV�LW�LV�SRVVLEOH�WKDW�PDVV�ZDVWLQJ
SRWHQWLDO�PLJKW�QRW�EH�UHGXFHG�RYHU�FXUUHQW
FRQGLWLRQV�

7KH�UHGXFWLRQ�RI��URDG�DQG�OLNHO\�KLOOVORSH
UHODWHG�FRDUVH�VHGLPHQW�LQIOX[HV�ZRXOG
DOORZ�LPSURYHPHQW�RI�DTXDWLF�KDELWDW�HYHQ
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LQ�FXUUHQWO\�DGYHUVHO\�LPSDFWHG�VWUHDP
FKDQQHOV�VXFK�DV�WKH�ILYH�ZDWHUVKHGV
LGHQWLILHG�E\�&')�DV�FXPXODWLYHO\�LPSDFWHG
E\�VHGLPHQW��L�H���%HDU�&UHHN��-RUGDQ
&UHHN��6WLW]�&UHHN��(ON�5LYHU��DQG
)UHVKZDWHU�&UHHN����%HFDXVH�3$/&2�ODQGV
ZRXOG�FRQWLQXH�WR�EH�PDQDJHG�IRU�WLPEHU
SURGXFWLRQ��WKH�ULVN�RI�PDQDJHPHQW�UHODWHG
�L�H���URDG�RU�KLOOVORSH��PDVV�ZDVWLQJ�DQG
DVVRFLDWHG�FRDUVH�VHGLPHQW�LQIOX[�ZRXOG�QRW
EH�HOLPLQDWHG���+RZHYHU��WKH�W\SHV�RI
KD]DUGV�LGHQWLILHG�DQG�WKH�W\SHV�RI
SUHVFULSWLRQV�DSSOLHG�ZRXOG�PDLQWDLQ�VXFK
ULVN�DW��RU�UHGXFH�LW�WR��ORZ�WR�PRGHUDWH
OHYHOV���7KH�HIIHFWV�RQ�DTXDWLF�KDELWDW�ZRXOG
EH�EHQHILFLDO�DQG�OHVV�WKDQ�VLJQLILFDQW�

:DWHU�4XDOLW\���7KH�DTXDWLF�PDQDJHPHQW
VWUDWHJ\��URDG�PDQDJHPHQW�VWUDWHJ\��DQG
KLOOVORSH�VWUDWHJ\�SURSRVHG�XQGHU�WKLV
DOWHUQDWLYH�ZRXOG�DOVR�FRQWULEXWH
VXEVWDQWLDOO\�WR�LPSURYLQJ�ZDWHU�TXDOLW\�LQ
WKH�DUHD���7KHVH�LPSURYHPHQWV�ZRXOG�UHVXOW
IURP�LQFUHDVHG�VKDGLQJ�DORQJ�&ODVV�,�DQG�,,
VWUHDPV�ZKLFK�LPSURYHV�ZDWHU
WHPSHUDWXUH���:LGH�50=V�WKDW�HQFRPSDVV
HVVHQWLDOO\�IXOO�SURWHFWLRQ�IRU�ULSDULDQ
IXQFWLRQ�ZRXOG�DOVR�PLQLPL]H�WKH�SRWHQWLDO
LQIOX[�RI�ILQH�VHGLPHQW�IURP�KLOOVORSHV
ZKLFK�ZRXOG�LPSURYH�VHGLPHQW�DQG
WXUELGLW\�FRQGLWLRQV���7KH�50=V�ZRXOG
LPSURYH�ZDWHU�WHPSHUDWXUH��VHGLPHQW
FRQGLWLRQV��DQG�WXUELGLW\�DV�ZHOO�DV�RWKHU
ZDWHU�TXDOLW\�SDUDPHWHUV���7KH�URDG
LPSURYHPHQW�SURJUDP�ZRXOG�UHGXFH�WKH
SRWHQWLDO�IRU�FRDUVH�VHGLPHQW�LQIOX[�DV�ZHOO�
7KH�HIIHFWV�RI�WKLV�DOWHUQDWLYH�RQ�ZDWHU
TXDOLW\�ZRXOG�EH�EHQHILFLDO�DQG�OHVV�WKDQ
VLJQLILFDQW�

:DWHU�4XDQWLW\���,QFUHDVHG�IUHTXHQF\�RI
IORRGLQJ�LQ�VRPH�VWUHDPV�ORFDWHG�EHORZ
3$/&2�ODQGV�LV�UHODWHG�WR�FRDUVH�VHGLPHQW
LQIOX[HV�WKDW�KDYH�DJJUDGHG�FKDQQHOV���,Q
WKHVH�DJJUDGHG�FRQGLWLRQV�RYHUEDQN
IORRGLQJ�PD\�RFFXU�ZLWK�LQFUHDVHG
IUHTXHQF\�DQG�LQFUHDVHG�VHGLPHQWDWLRQ
DGMDFHQW�WR�VWUHDP�FKDQQHOV�PD\�EH
DVVRFLDWHG�ZLWK�WKLV�IORRGLQJ���8QGHU�WKLV

DOWHUQDWLYH�WKHUH�ZRXOG�EH�D�VSHFLILF�URDG
PDQDJHPHQW�SURJUDP�GHVLJQHG�WR�UHGXFH
WKH�OLNHOLKRRG�RI�URDG�UHODWHG�PDVV�ZDVWLQJ
FRPSDUHG�WR�$OWHUQDWLYH�����&RQVHTXHQWO\�
WKH�SRWHQWLDO�IRU�IXWXUH�FKDQQHO�DJJUDGDWLRQ
IURP�FRDUVH�VHGLPHQW�LQIOX[�ZRXOG�EH
UHGXFHG���2YHU�WLPH�VWUHDPV�ZRXOG�EHFRPH
PRUH�FKDQQHOL]HG�DQG�WKHLU�ZDWHU�FDSDFLW\
ZRXOG�LQFUHDVH���7KLV�FRPELQDWLRQ�ZRXOG
UHVXOW�LQ�D�UHGXFWLRQ�LQ�WKH�ULVN�RI�IORRGLQJ
WR�SHRSOH�DQG�SURSHUW\���%HFDXVH�3$/&2
ODQGV�ZRXOG�FRQWLQXH�WR�EH�PDQDJHG�IRU
WLPEHU�SURGXFWLRQ�DQG�WKH�H[LVWLQJ�URDG
QHWZRUN�ZRXOG�UHPDLQ��WKH�ULVN�RI
PDQDJHPHQW�UHODWHG��L�H���URDG�RU�KLOOVORSH�
PDVV�ZDVWLQJ�DQG�DVVRFLDWHG�FRDUVH
VHGLPHQW�LQIOX[�ZRXOG�UHPDLQ�EXW�ZRXOG�EH
FRQVLGHUHG�PRGHUDWH�DQG�OHVV�WKDQ
VLJQLILFDQW�

�������� $OWHUQDWLYH�����������DFUH�1R�
KDUYHVW�3XEOLF�5HVHUYH�

$TXDWLF�+DELWDW���7KH�HIIHFWV�XQGHU�WKLV
DOWHUQDWLYH�ZRXOG�EH�WKH�VDPH�DV�GHVFULEHG
XQGHU�$OWHUQDWLYHV���DQG��D�H[FHSW�IRU�WKH
FUHDWLRQ�RI�D�ODUJHU�5HVHUYH���7KH�HIIHFWV
ZRXOG�EH�WKH�VDPH�RQ�3$/&2�RZQHUVKLS
EHFDXVH�WKH�VDPH�+&3�DQG�6<3
SUHVFULSWLRQV�ZRXOG�EH�DSSOLHG��DOWKRXJK�WR
D�VPDOOHU�ODQGEDVH�

8QGHU�WKLV�DOWHUQDWLYH�D�ODUJH��������DFUH
5HVHUYH�ZRXOG�EH�FUHDWHG���,Q�WKH�VPDOOHU
XQKDUYHVWHG�DUHDV��WKH�FRQGLWLRQV�IRU
DTXDWLF�KDELWDW�ZRXOG�EH�DV�GHVFULEHG�XQGHU
$OWHUQDWLYHV���DQG�����7KH�UHPDLQGHU�RI�WKH
5HVHUYH�XQGHU�WKLV�DOWHUQDWLYH��KRZHYHU�
KDV�EHHQ�PDQDJHG�IRU�WLPEHU�SURGXFWLRQ���,W
KDV�D�KLJK�URDG�GHQVLW\��LV�GRPLQDWHG�E\
HDUO\�DQG�PLG�VHUDO�IRUHVW��DQG�KDV�ULSDULDQ
]RQHV�FRPSRVHG�RI�IRUHVWV�RI�YDU\LQJ�DJHV
WKDW�SURYLGH�YDU\LQJ�OHYHOV�RI�IXQFWLRQ���7KH
FUHDWLRQ�RI�WKH�5HVHUYH�ZRXOG�DOORZ�IRUHVWV
WR�UHJURZ�DQG�ZRXOG�UHGXFH�URDG�XVH�
5LSDULDQ�DUHDV�ZRXOG�JHQHUDOO\�UHJDLQ
IXQFWLRQ�DV�WKH�H[LVWLQJ�VWUHDPVLGH�IRUHVW
UHJURZV�DQG�SURYLGH�IRU�LPSURYHPHQW�RI
DTXDWLF�KDELWDW���+RZHYHU��D�URDG
LPSURYHPHQW�SURJUDP�ZRXOG�EH�QHFHVVDU\
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WR�PLQLPL]H�WKH�SRWHQWLDO�IRU�URDG�UHODWHG
VHGLPHQW��ERWK�ILQH��DQG�FRDUVH�JUDLQHG��WR
HQWHU�VWUHDPV���6XFK�D�SURJUDP�LV�QRW�SDUW
RI�WKLV�DOWHUQDWLYH�EXW�VXFK�DFWLRQV�ZRXOG�EH
H[SHFWHG�WR�EH�LPSOHPHQWHG�LI�WKLV�DUHD
FDPH�LQWR�SXEOLF�RZQHUVKLS�

:DWHU�4XDOLW\���7KH�HIIHFWV�XQGHU�WKLV
DOWHUQDWLYH�ZRXOG�EH�WKH�VDPH�DV�GHVFULEHG
XQGHU�$OWHUQDWLYHV���DQG��D�H[FHSW�IRU�WKH
FUHDWLRQ�RI�D�ODUJHU�5HVHUYH���7KH�HIIHFWV
ZRXOG�EH�WKH�VDPH�RQ�3$/&2�RZQHUVKLS
EHFDXVH�WKH�VDPH�+&3�DQG�6<3
SUHVFULSWLRQV�ZRXOG�EH�DSSOLHG��DOWKRXJK�WR
D�VPDOOHU�ODQGEDVH�

:DWHU�4XDQWLW\���7KH�HIIHFWV�XQGHU�WKLV
DOWHUQDWLYH�ZRXOG�EH�WKH�VDPH�DV�GHVFULEHG
XQGHU�$OWHUQDWLYHV���DQG��D�H[FHSW�IRU�WKH
FUHDWLRQ�RI�D�ODUJHU�5HVHUYH���7KH�HIIHFWV
ZRXOG�EH�WKH�VDPH�RQ�3$/&2�RZQHUVKLS
EHFDXVH�WKH�VDPH�+&3�DQG�6<3
SUHVFULSWLRQV�ZRXOG�EH�DSSOLHG��DOWKRXJK�WR
D�VPDOOHU�ODQGEDVH�

������ ,VVXH�����7LPEHU�6XSSO\�
(PSOR\PHQW��DQG�*RYHUQPHQW�5HYHQXHV

�������� $OWHUQDWLYH����1R�$FWLRQ�1R
3URMHFW�

7LPEHU�6XSSO\���8QGHU�WKH�1R�$FWLRQ
DOWHUQDWLYH�ILUVW�GHFDGH�WLPEHU�KDUYHVW
ZRXOG�EH�DERXW���������WKRXVDQG�ERDUG�IHHW
QHW�SHU�\HDU��PEIQ�\U����7KLV�YROXPH�ZDV
FDOFXODWHG�XVLQJ�WKH�FXUUHQWO\�NQRZQ
VWUHDP�PLOHV�RQ�WKH�3$/&2�RZQHUVKLS�
&ODVV�,,,�VWUHDPV�PLOHDJH�DQG�ORFDWLRQV�DUH
SRRUO\�NQRZQ��KRZHYHU��EHFDXVH�WKH\�DUH
GLIILFXOW�WR�PDS���&RQVHTXHQWO\��WKHLU
PLOHDJH�LV�YHU\�OLNHO\�PXFK�KLJKHU�WKDQ
LQGLFDWHG�LQ�WKH�*,6�GDWDEDVH���%HFDXVH
&ODVV�,,,�VWUHDPV�UHFHLYH�D�����IRRW��QR�
KDUYHVW�EXIIHU�XQGHU�WKLV�DOWHUQDWLYH�WKH
DFWXDO�DYDLODEOH�WLPEHU�YROXPH�FRXOG�EH
PXFK�ORZHU���,Q�DGGLWLRQ��WKH�IUHTXHQF\�RI
&ODVV�,,,�VWUHDPV�RQ�WKH�ODQGVFDSH�FDQ
UHGXFH�RSHUDELOLW\��L�H���WKH�DELOLW\�WR
SK\VLFDOO\�DFFHVV�WLPEHU��DQG�WKHUHIRUH
IXUWKHU�UHGXFH�DYDLODEOH�WLPEHU�YROXPH�

7KH�PRGHOHG�YROXPH�LV�DERXW����SHUFHQW
ORZHU�WKDQ�WKH�DYHUDJH�IRU�WKH�SUHYLRXV
GHFDGH�RI�DERXW���������PEIQ�\U���,W�LV�DOVR
DERXW����SHUFHQW�ORZHU�WKDQ�WKH�SURSRVHG
DFWLRQ���,Q�DGGLWLRQ��WKLV�UHGXFWLRQ�LQ�WLPEHU
KDUYHVW�YROXPHV�ZRXOG�EH�H[SHFWHG�WR
UHGXFH�DYHUDJH�DQQXDO�WRWDO�FRXQW\�KDUYHVW
YROXPHV�E\�DQ�HVWLPDWHG����SHUFHQW�

(PSOR\PHQW���(PSOR\PHQW�HVWLPDWHV�DUH
GLUHFWO\�UHODWHG�WR�WLPEHU�YROXPHV���8QGHU
$OWHUQDWLYH����WLPEHU�KDUYHVW�DQG�PLOO�
UHODWHG�GLUHFW�DQG�FRQWUDFW�ODERU�ZRXOG�EH
UHGXFHG�E\�D�QHW�RI�����MREV���7KLV�LV
DSSUR[LPDWHO\����SHUFHQW�IHZHU�3$/&2
DQG�FRQWUDFW�ZRUNHUV�WKDQ�KLVWRULF�YDOXHV
DQG����SHUFHQW�IHZHU�+XPEROGW�&RXQW\
OXPEHU�DQG�ZRRG�SURGXFWV�MREV���7KLV
HVWLPDWHG�ORVV�RI�WLPEHU�UHODWHG�MREV�
KRZHYHU��ZRXOG�EH�OHVV�WKDQ���SHUFHQW�RI
SURMHFWHG�WRWDO�FRXQW\�HPSOR\PHQW�

*RYHUQPHQW�5HYHQXHV���+XPEROGW�&RXQW\
DYHUDJH�DQQXDO�QHW�WD[HV�DQG�UHYHQXHV�IRU
\HDUV�RQH�WR�ILYH�ZRXOG�GHFOLQH�E\
������������RU�����SHUFHQW���7KLV�YDOXH
LQFOXGHV�IHGHUDO�SD\PHQWV�LQ�OLHX�RI�WD[HV
�3,/7��WR�WKH�FRXQW\��WLPEHU�SURGXFWLRQ
]RQH�SURSHUW\�WD[�FKDQJHV��WLPEHU�\LHOG�WD[�
DQG�VDOHV�WD[���7KH�+XPEROGW�&RXQW\
DYHUDJH�DQQXDO�WLPEHU�\LHOG�WD[�ZRXOG
GHFOLQH�E\�����������RU�DERXW����SHUFHQW�
IURP�KLVWRULF�YDOXHV���7KH�SRWHQWLDO�ORVV�RI
VDOHV�WD[�UHYHQXH�GXH�WR�D�GHFOLQH�LQ
3$/&2�WLPEHU�UHODWHG�MREV�ZRXOG�EH�DQ
HVWLPDWHG����������

�������� $OWHUQDWLYH����3URSRVHG
$FWLRQ�3URSRVHG�3URMHFW��DQG��D��1R�(ON
5LYHU�7LPEHU�&RPSDQ\�/DQGV�

7LPEHU�6XSSO\���8QGHU�WKH�SURSRVHG�+&3
DQG�6<3��$OWHUQDWLYH�����WLPEHU�KDUYHVW
ZRXOG�EH�DERXW���������PEIQ�\U�IRU�WKH�ILUVW
GHFDGH���7KLV�YROXPH�LV�WKH�KLJKHVW�DPRQJ
WKH�DOWHUQDWLYHV���7KLV�YROXPH�LV�DERXW��
SHUFHQW�ORZHU�WKDQ�3$/&2ªV�DYHUDJH�IRU
WKH�SUHYLRXV�GHFDGH�RI�DERXW��������
PEIQ�\U���7KLV�UHGXFWLRQ�LQ�WLPEHU�KDUYHVW
YROXPH�ZRXOG�UHVXOW�LQ�D�GHFOLQH�LQ�WRWDO
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FRXQW\�KDUYHVW�YROXPHV�RI�DSSUR[LPDWHO\��
SHUFHQW�LQ�FRPSDULVRQ�WR�KLVWRULF�GDWD�

8QGHU�$OWHUQDWLYH��D��ILUVW�GHFDGH�WLPEHU
KDUYHVW�ZRXOG�EH���������PEIQ�\U���7KLV
YROXPH�LV�DERXW����SHUFHQW�ORZHU�WKDQ�WKH
DYHUDJH�IRU�WKH�SUHYLRXV�GHFDGH�RI�DERXW
��������PEIQ�\U�DQG�ZRXOG�EH�H[SHFWHG�WR
UHGXFH�WRWDO�FRXQW\�KDUYHVW�YROXPHV�E\�DQ
HVWLPDWHG���SHUFHQW�LQ�FRPSDULVRQ�WR
KLVWRULF�GDWD�

(PSOR\PHQW���(PSOR\PHQW�HVWLPDWHV�DUH
GLUHFWO\�UHODWHG�WR�WLPEHU�YROXPHV���8QGHU
$OWHUQDWLYH����WLPEHU�KDUYHVW�DQG�PLOO�
UHODWHG�GLUHFW�DQG�FRQWUDFW�ODERU�ZRXOG�EH
UHGXFHG�E\�DQ�HVWLPDWHG�����MREV�SHU�\HDU�
8QGHU�$OWHUQDWLYH��D��WLPEHU�KDUYHVW�DQG
PLOO�UHODWHG�GLUHFW�DQG�FRQWUDFW�ODERU�ZRXOG
EH�UHGXFHG�E\�D�QHW�RI�����MREV�SHU�\HDU�
7KHVH�UHGXFWLRQV�ZRXOG�UHVXOW�LQ�DQ
HVWLPDWHG���SHUFHQW�DQG����SHUFHQW�ORVV�RI
3$/&2�UHODWHG�MREV��UHVSHFWLYHO\���7RWDO
WLPEHU�UHODWHG�HPSOR\PHQW�UHGXFWLRQV�
KRZHYHU��ZRXOG�EH�RQO\�DQ�HVWLPDWHG��
SHUFHQW�RI�WRWDO�SURMHFWHG�HPSOR\PHQW�IRU
+XPEROGW�&RXQW\�

*RYHUQPHQW�5HYHQXHV���+XPEROGW�&RXQW\
DYHUDJH�DQQXDO�QHW�WD[HV�DQG�WD[�UHYHQXHV
IRU�\HDUV�RQH�WR�ILYH�ZRXOG�GHFOLQH�E\
���������XQGHU�$OWHUQDWLYH�����7KLV�YDOXH
LQFOXGHV�IHGHUDO�3,/7�WR�WKH�FRXQW\��WLPEHU
SURGXFWLRQ�]RQH�SURSHUW\�WD[HV��WLPEHU
\LHOG�WD[HV��DQG�VDOHV�WD[���7KH�+XPEROGW
&RXQW\�DYHUDJH�DQQXDO�WLPEHU�\LHOG�WD[
ZRXOG�GHFOLQH�E\�����������RU�DERXW��
SHUFHQW��IURP�KLVWRULF�YDOXHV���6LPLODU
GHFOLQHV�LQ�VDOHV�WD[�UHYHQXHV�ZRXOG�WRWDO
DQ�HVWLPDWHG���������SHU�\HDU���,Q�WRWDO��WKH
FDOFXODWHG�ORVV�RI�UHYHQXHV�ZRXOG�EH�D�ODUJH
VXP�RI�PRQH\�EXW�OHVV�WKDQ���SHUFHQW�RI
WRWDO�FRXQW\�UHYHQXHV���8QGHU�$OWHUQDWLYH
�D��HIIHFWV�RQ�JRYHUQPHQW�WD[HV�DQG
UHYHQXHV�ZRXOG�EH���WR���WLPHV�JUHDWHU�WKDQ
XQGHU�$OWHUQDWLYH�����$YHUDJH�DQQXDO
WLPEHU�\LHOG�ORVVHV�ZRXOG�LQFUHDVH�WR�DQ
HVWLPDWHG����������DQG�WKH�UHGXFWLRQ�LQ
VDOHV�WD[�UHYHQXH�WR�WKH�FRXQW\�ZRXOG�EH
DSSUR[LPDWHO\�����������7KLV�YDOXH�LQFOXGHV

WKH�HIIHFWV�RI�WKH�WUDQVIHU�RI�WKH�+HDGZDWHUV
5HVHUYH�RXW�RI�SULYDWH�DQG�LQWR�SXEOLF
RZQHUVKLS���7KH�IHGHUDO�JRYHUQPHQW�ZRXOG
SURYLGH�����PLOOLRQ�LQ�HFRQRPLF�DVVLVWDQFH
WR�+XPEROGW�&RXQW\�XQGHU�WKH�SURYLVLRQV�RI
SXEOLF�ODZ��������

AB 1986 Conditions

8QGHU�WKH�+&3��HLWKHU�2ZO�&UHHN�00&$
RU�*UL]]O\�&UHHN�00&$�ZRXOG�EH�DYDLODEOH
IRU�KDUYHVW���$%������FRQGLWLRQV�WKH
H[SHQGLWXUH�RI�VWDWH�IXQGV�IRU�DFTXLVLWLRQ�RI
WKH�+HDGZDWHUV�)RUHVW�DQG�RWKHU�ODQGV�RQ
WKH�LQFOXVLRQ�RI�VHYHUDO�SURYLVLRQV�LQ�WKH
ILQDO�+&3��WKH�,$��DQG�WKH�,73V�LQWHQGHG�WR
VWUHQJWKHQ�SURWHFWLRQV�IRU�FRYHUHG�VSHFLHV�
6KRXOG�3DOFR�LQFOXGH�WKRVH�SURYLVLRQV�LQ�WKH
ILQDO�+&3��6WDWH�PRQLHV�ZRXOG�EH
DSSURSULDWHG�WR�WKH�VWDWH�:LOGOLIH
&RQVHUYDWLRQ�%RDUG�WR�IXQG�WKH�6WDWH
V
VKDUH�RI�WKH�FRVW�RI�DFTXLULQJ�DSSUR[LPDWHO\
������DFUHV�RI�SULYDWH�IRUHVW�ODQGV�
LQFOXGLQJ�WKH�+HDGZDWHUV�)RUHVW���8QGHU
$%�������2ZO�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IURP�KDUYHVW�IRU�WKH�OLIH�RI�WKH
,73V�DQG�*UL]]O\�&UHHN�00&$�ZRXOG�EH
SURWHFWHG�IRU�ILYH�\HDUV�IURP�WKH�GDWH�RI�WKH
DGRSWLRQ�RI�WKH�ILQDO�+&3����$%������DOVR
DSSURSULDWHV�DGGLWLRQDO�IXQGLQJ�IRU�WKH
IXWXUH�RSSRUWXQLW\�WR�SXUFKDVH�RI�WKH�2ZO
&UHHN���$Q\�IXQGV�UHPDLQLQJ�IURP�WKRVH
DSSURSULDWHG�IRU�WKH�SXUFKDVH�RI�WKH�2ZO
&UHHN�00&$��FRXOG�EH�XVHG�WR�SXUFKDVH
WUDFWV�RI�WKH��(ON�5LYHU�3URSHUW\��DQG
SUHYLRXVO\�XQORJJHG�'RXJODV�ILU�IRUHVW�ODQG
ZLWKLQ�WKH�0DWWROH�5LYHU�ZDWHUVKHG�

7KH�6WDWH�PDQDJLQJ�DJHQF\�DQG
PDQDJHPHQW�SUHVFULSWLRQV�DUH�XQNQRZQ
DQG�WKHVH�DFTXLVLWLRQV�DUH�VRPHZKDW
VSHFXODWLYH���&RQVLGHULQJ�WKH�OHJLVODWLYH
LQWHQW�EHKLQG�$%�������LW�LV�DVVXPHG
SXUFKDVHG�ODQGV�ZRXOG�EH�PDQDJHG
VLPLODUO\�WR�WKH�+HDGZDWHUV�5HVHUYH�
7KHVH�DQWLFLSDWHG�DFTXLVLWLRQV�ZRXOG
SURWHFW�ROG�JURZWK�DQG�UHVLGXDO�UHGZRRG
VWDQGV�DQG�VRPH�'RXJODV�ILU�VWDQGV�ZLWKLQ
WKHVH�WUDFWV�LQ�SHUSHWXLW\�
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7KH�FRPELQHG�HIIHFW�RI�ODQG�DFTXLVLWLRQ�DQG
DGGLWLRQDO�SURWHFWLRQV�RQ�WKH�ODQGVFDSH
FRXOG�UHGXFH�WKH�DYDLODELOLW\�RI�WLPEHU�DQG
WKXV�IXUWKHU�UHGXFH�WLPEHU�VXSSO\�LQ�WKH
ORFDO�DUHD�DQG�UHODWHG�WLPEHU�KDUYHVW
HPSOR\PHQW���5HGXFWLRQV�LQ�WLPEHU�VXSSO\
ZRXOG�IXUWKHU�UHGXFH�JRYHUQPHQW�UHYHQXHV
JHQHUDWHG�IURP�WLPEHU�KDUYHVWLQJ��LQ
SDUWLFXODU�WKH�WLPEHU�\LHOG�WD[��+RZHYHU�
$%������SURYLGHV�����PLOOLRQ�WR�+XPEROGW
&RXQW\�IRU�HFRQRPLF�DVVLVWDQFH�

�������� $OWHUQDWLYH����3URSHUW\�ZLGH
6HOHFWLYH�+DUYHVW�

7LPEHU�6XSSO\���8QGHU�WKLV�DOWHUQDWLYH�
ILUVW�GHFDGH�DYHUDJH�DQQXDO�WLPEHU�KDUYHVW
YROXPH�ZRXOG�EH��������PEIQ�\U���7KLV
YROXPH�LV�WKH�ORZHVW�RI�DOO�WKH�DOWHUQDWLYHV
HYDOXDWHG�LQ�GHWDLO���7KLV�YROXPH�LV�DERXW
���SHUFHQW�ORZHU�WKDQ�WKH�DYHUDJH�IRU�WKH
SUHYLRXV�GHFDGH�RI�DERXW���������PEIQ�\U�
7KLV�YROXPH�LV�DOVR�DERXW����SHUFHQW�ORZHU
WKDQ�WKH�SURSRVHG�DFWLRQ���7KLV�UHGXFWLRQ�LQ
3$/&2�KDUYHVW�ZRXOG�VXEVWDQWLDOO\�UHGXFH
WRWDO�+XPEROGW�&RXQW\�KDUYHVW�YROXPHV��E\
DQ�HVWLPDWHG����SHUFHQW�

(PSOR\PHQW���(PSOR\PHQW�HVWLPDWHV�DUH
GLUHFWO\�UHODWHG�WR�WLPEHU�YROXPHV���8QGHU
$OWHUQDWLYH����WLPEHU�KDUYHVW�DQG�PLOO�
UHODWHG�GLUHFW�DQG�FRQWUDFW�ODERU�ZRXOG�EH
UHGXFHG�E\�D�QHW�������MREV���,Q�FRPSDULVRQ
WR�KLVWRULF�GDWD��WKLV�ZRXOG�EH�D�UHGXFWLRQ�RI
DERXW����SHUFHQW�LQ�3$/&2�UHODWHG
HPSOR\PHQW�DQG�D�UHGXFWLRQ�RI
DSSUR[LPDWHO\����SHUFHQW�LQ�WRWDO�+XPEROGW
&RXQW\�WLPEHU�UHODWHG�HPSOR\PHQW���7KH
WRWDO�LPSDFW�WR�WKH�SURMHFWHG�+XPEROGW
&RXQW\�HPSOR\PHQW�LV�HVWLPDWHG�WR�EH�D
UHGXFWLRQ�RI���SHUFHQW�

*RYHUQPHQW�5HYHQXHV���+XPEROGW�&RXQW\
DYHUDJH�DQQXDO�QHW�WD[HV�DQG�UHYHQXHV�IRU
\HDUV�RQH�WR�ILYH�ZRXOG�GHFOLQH�E\
�������������7KLV�YDOXH�LQFOXGHV�IHGHUDO
WUDQVIHU�3,/7�WR�WKH�FRXQW\��WLPEHU
SURGXFWLRQ�]RQH�SURSHUW\�WD[�FKDQJHV�
WLPEHU�\LHOG�UHYHQXHV��DQG�VDOHV�WD[���7KLV
YDOXH�LQFOXGHV�WKH�HIIHFWV�RI�WKH�WUDQVIHU�RI

WKH�+HDGZDWHUV�5HVHUYH�RXW�RI�SULYDWH�DQG
LQWR�SXEOLF�RZQHUVKLS���7KH�+XPEROGW
&RXQW\�DYHUDJH�DQQXDO�WLPEHU�\LHOG�WD[
ZRXOG�GHFOLQH�E\�������������RU�DERXW���
SHUFHQW��IURP�KLVWRULF�YDOXHV���,Q�DGGLWLRQ�
WKH�DVVXPHG�ORVV�RI�WLPEHU�UHODWHG�MREV
DVVRFLDWHG�ZLWK�WKH�VXEVWDQWLDO�UHGXFWLRQ
LQ�WLPEHU�KDUYHVW�YROXPHV�XQGHU�WKLV
DOWHUQDWLYH�FRXOG�UHVXOW�LQ�D�ORVV�RI�QHDUO\
���������LQ�VDOHV�WD[�UHYHQXH�

�������� $OWHUQDWLYH�����������DFUH�1R�
KDUYHVW�3XEOLF�5HVHUYH�

7LPEHU�6XSSO\���8QGHU�WKLV�DOWHUQDWLYH�
DYHUDJH�DQQXDO�WLPEHU�YROXPHV�ZRXOG�EH
��������PEIQ�\U�IRU�WKH�ILUVW�GHFDGH���7KLV
YROXPH�LV�DERXW����SHUFHQW�ORZHU�WKDQ�WKH
DYHUDJH�IRU�WKH�SUHYLRXV�GHFDGH�RI�DERXW
��������PEIQ�SHU�\HDU���7KLV�YROXPH�LV�DOVR
DERXW����SHUFHQW�ORZHU�WKDQ�WKH�SURSRVHG
DFWLRQ���,Q�FRPSDULVRQ�WR�KLVWRULF�+XPEROGW
&RXQW\�WLPEHU�KDUYHVW��WKLV�ILJXUH�LV�D
UHGXFWLRQ�RI�DSSUR[LPDWHO\����SHUFHQW�SHU
\HDU�

(PSOR\PHQW���8QGHU�$OWHUQDWLYH����WLPEHU
KDUYHVW�DQG�PLOO�UHODWHG�GLUHFW�DQG�FRQWUDFW
ODERU�ZRXOG�EH�UHGXFHG�E\�D�QHW�����MREV�IRU
DQWLFLSDWHG�WLPEHU�KDUYHVWV�RQ�ERWK�3$/&2
DQG�(ON�5LYHU�7LPEHU�&RPSDQ\�ODQGV���7KLV
LV�D�UHGXFWLRQ�RI�QHDUO\����SHUFHQW�LQ
3$/&2�UHODWHG�OXPEHU�DQG�ZRRG�SURGXFWV
MREV��WKRXJK�RQO\�D�ORVV�RI�����SHUFHQW�LQ
SURMHFWHG�HPSOR\PHQW�GXH�WR�WKH�ORVV�RI
WLPEHU�UHODWHG�ZRUNHUV�

*RYHUQPHQW�5HYHQXHV���+XPEROGW�&RXQW\
DYHUDJH�DQQXDO�QHW�WD[HV�DQG�UHYHQXHV�IRU
\HDUV�RQH�WR�ILYH�ZRXOG�GHFOLQH�E\�����
PLOOLRQ���7KLV�YDOXH�LQFOXGHV�IHGHUDO�3,/7�WR
WKH�FRXQW\��WLPEHU�SURGXFWLRQ�]RQH�SURSHUW\
WD[�FKDQJHV��WLPEHU�\LHOG�UHYHQXHV��DQG
VDOHV�WD[���7KLV�YDOXH�LQFOXGHV�WKH�HIIHFWV�RI
WKH�WUDQVIHU�RI�WKH�+HDGZDWHUV�5HVHUYH�RXW
RI�SULYDWH�DQG�LQWR�SXEOLF�RZQHUVKLS���,Q
DGGLWLRQ��WKH�+XPEROGW�&RXQW\�DYHUDJH
DQQXDO�WLPEHU�\LHOG�WD[�ZRXOG�GHFOLQH�E\
����������RU�DERXW����SHUFHQW��IURP�KLVWRULF
YDOXHV���/RVV�RI�VDOHV�WD[�UHYHQXHV�IURP�WKH
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IRUHFDVWHG�UHGXFWLRQ�LQ�WLPEHU�UHODWHG
ZRUNHUV�LV�HVWLPDWHG�WR�EH������������7KH
QHW�ORVV�RI�WRWDO�UHYHQXH��KRZHYHU��ZRXOG�EH
OHVV�WKDQ���SHUFHQW�RI�KLVWRULF�+XPEROGW
&RXQW\�WRWDO�UHYHQXHV�IURP�DOO�VRXUFHV�

���� (19,5210(17$//<
683(5,25�$/7(51$7,9(

$OWHUQDWLYH����3URSHUW\�ZLGH�6HOHFWLYH
+DUYHVW��LV�WKH�HQYLURQPHQWDOO\�VXSHULRU
DOWHUQDWLYH���,W�KDUYHVWV�QR�ROG�JURZWK
IRUHVW�RU�WUHHV��HLWKHU�UHGZRRG�RU�'RXJODV�
ILU��DQG��FRQVHTXHQWO\��SURWHFWV�DOO�KDELWDW
IRU�WKH�PDUEOHG�PXUUHOHW�DQG�DOO�QHVWLQJ
KDELWDW�IRU�WKH�QRUWKHUQ�VSRWWHG�RZO���,Q
DGGLWLRQ��KDELWDW�IRU�WKHVH�VSHFLHV�ZRXOG
H[SDQG�RYHU�D����\HDU�SHULRG�EHFDXVH�RI�WKH
HVWDEOLVKPHQW�RI�����IRRW�EXIIHUV�DURXQG
WKHP���$OO�VSHFLHV�XVLQJ�ROGHU�IRUHVWV�ZRXOG
EHQHILW�IURP�WKLV�DOWHUQDWLYH���7KH
HVWDEOLVKPHQW�RI�UHODWLYHO\�ZLGH�50=V�DQG
D�URDG�LPSURYHPHQW�SURJUDP�ZRXOG�DOVR
SURWHFW�ULSDULDQ�IXQFWLRQV�DQG�UHVXOW�LQ
ORQJ�WHUP�LPSURYHPHQWV�LQ�DTXDWLF�KDELWDW
WKDW�ZRXOG�EHQHILW�FRKR�VDOPRQ�DQG�RWKHU
DTXDWLF�VSHFLHV�

���� 0,7,*$7,21�0($685(6

0LWLJDWLRQ�PHDVXUHV�DUH�VSHFLILF�DFWLRQV
SURSRVHG�WR�DYRLG�RU�PLQLPL]H�VLJQLILFDQW
HIIHFWV�DVVRFLDWHG�ZLWK�WKH�LPSOHPHQWDWLRQ
RI�D�SURMHFW���,W�LV�LPSRUWDQW�WR�UHFRJQL]H
WKDW�+&3V�DUH�PLWLJDWLRQ�SODQV�IRU�WKH
LQFLGHQWDO�WDNH�RI�IHGHUDO�RU�VWDWH�OLVWHG
VSHFLHV���3$/&2ªV�SURSRVHG�+&3�DQG�6<3
�3$/&2��������SUHVHQW�SURSRVHG
PDQDJHPHQW�DFWLRQV�WKDW�ZRXOG�UHVXOW�LQ
WDNH�RI�OLVWHG�VSHFLHV��EXW�ZRXOG�SURYLGH�IRU
SURWHFWLRQ�RI�WKRVH�VSHFLHV�RQ�RWKHU�SDUWV�RI
DQ�RZQHUVKLS�E\�LPSRVLQJ�VSHFLILF
PDQDJHPHQW�FRQVWUDLQWV���(IIHFWV�DUH
H[SHFWHG�WR�RFFXU��EXW�WKH\�PD\�EH�GHHPHG
DFFHSWDEOH�ZLWKLQ�WKH�FRQWH[W�RI�WKH�+&3�
:KHWKHU�3$/&2ªV�SURSRVHG�+&3�DQG
DVVRFLDWHG�6<3�SURYLGH�DFFHSWDEOH�OHYHOV�RI
PLWLJDWLRQ�DQG�ZKHWKHU�DQ�,73��6<3�

1&&3��RU������$JUHHPHQW��SHUPLW�VKRXOG�
WKHUHIRUH��EH�LVVXHG�RU�DSSURYHG�DUH
GHFLVLRQV�WR�EH�PDGH�E\�WKH�86):6�
10)6���&')��DQG�&')*���6<3V�DUH�DOVR
UHTXLUHG�WR�FRQWDLQ�LQIRUPDWLRQ�RQ�IHDVLEOH
PHDVXUHV�WR�DYRLG�RU�PLWLJDWH�SRWHQWLDOO\
VLJQLILFDQW�DGYHUVH�LPSDFWV�RQ�ILVK�DQG
ZLOGOLIH���'HWHUPLQLQJ�FRQIRUPDQFH�IRU�D
6<3�LQFOXGHV�HYDOXDWLQJ�ZKHWKHU�IHDVLEOH
PHDVXUHV�H[LVW�WR�PLWLJDWH�RU�DYRLG
VLJQLILFDQW�DGYHUVH�LPSDFWV�WR�ZDWHUVKHGV�
ILVKHULHV��DQG�ZLOGOLIH�LVVXHV�DQG�ZKHWKHU
WKH�6<3�LV�FRQVLVWHQW�ZLWK����&&5������E��
7KH�SURSRVHG�PLWLJDWLRQ�DQG�DYRLGDQFH
PHDVXUHV�DUH�FRQWDLQHG�LQ�3$/&2ªV
SURSRVHG�+&3�6<3��3$/&2����������7KH
YDULRXV�UHVRXUFH�VHFWLRQV�LQ�&KDSWHU��
LGHQWLI\�SRWHQWLDO�VLJQLILFDQW�HIIHFWV
DVVRFLDWHG�ZLWK�WKH�SURSRVHG�DFWLRQ�DQG�LWV
DOWHUQDWLYHV��LQFOXGLQJ�DVVRFLDWHG
PLWLJDWLRQ�PHDVXUHV�

%HFDXVH�WKH�SURSRVHG�+&3�LV�D�PLWLJDWLRQ
SODQ��WKH�PLWLJDWLRQ�DVVRFLDWHG�ZLWK�LW�LV
GHVFULEHG�LQ�GHWDLO�LQ�3$/&2��������
$GGLWLRQDOO\�WKH�EULHI�GHVFULSWLRQV�RI
3$/&2ªV�SURSRVHG�+&3�DQG�6<3��6HFWLRQ
������DQG�WKH�GHVFULSWLRQ�RI�WKH�3URSRVHG
$FWLRQ�3URSRVHG�3URMHFW�SUHVHQWHG�LQ
6HFWLRQ�����LQFOXGH�WKH�SULPDU\�PLWLJDWLRQ
PHDVXUHV�FRQWDLQHG�LQ�WKH�+&3�6<3�
$SSHQGL[�(�SURYLGHV�GHWDLOHG�LQIRUPDWLRQ
RQ�SURSRVHG�PLWLJDWLRQ�IRU�WKH�DTXDWLF
V\VWHP�DQG�KLOOVORSH�DQG�URDG�PDQDJHPHQW�

$%������FRQGLWLRQV�WKH�H[SHQGLWXUH�RI�VWDWH
IXQGV�IRU�ODQG�DFTXLVLWLRQ�RQ�WKH�LQFOXVLRQ
RI�VHYHUDO�SURYLVLRQV�LQ�WKH�ILQDO�+&3
LQWHQGHG�WR�VWUHQJWKHQ�SURWHFWLRQV�IRU
FRYHUHG�VSHFLHV��SUHYLRXVO\�GHVFULEHG�LQ
6HFWLRQ��������XQGHU�$%������&RQGLWLRQV
DIWHU�6HFWLRQ��������DQG�FRQWDLQHG�LQ
$SSHQGL[�%�
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���� 021,725,1*�3/$1

7KLV�SUHOLPLQDU\�PLWLJDWLRQ�PRQLWRULQJ
SODQ�LV�SUHVHQWHG�WR�JLYH�UHYLHZHUV�D
SUHYLHZ�RI�WKH�DJHQFLHVª�FXUUHQW�YLHZ�RI�WKH
PLWLJDWLRQ�PRQLWRULQJ�SODQ�WKH\�ZRXOG
GHYHORS�IRU�WKH�SURMHFW���$�PLWLJDWLRQ
PRQLWRULQJ�SODQ�LV�QRW�D�UHTXLUHG�HOHPHQW�RI
DQ�(,5��EXW�WKH�OHDG�DJHQF\�PXVW�DGRSW�D
PLWLJDWLRQ�PRQLWRULQJ�SODQ�DW�WKH�HQG�RI�WKH
SURFHVV�EHIRUH�WKH�DJHQF\�FDQ�DSSURYH�WKH
SURMHFW��3XEOLF�5HVRXUFHV�&RGH�6HFWLRQ
�����������7KH�PLWLJDWLRQ�PRQLWRULQJ�SODQ
ZRXOG�SUREDEO\�FKDQJH�WR�LQFOXGH�QHZ
PLWLJDWLRQ�PHDVXUHV�GHYHORSHG�LQ�UHVSRQVH
WR�WKH�SXEOLF�UHYLHZ�SURFHVV�DQG�DGRSWHG�DV
SDUW�RI�WKH�ILQDO�DFWLRQ���%HFDXVH�WKH
PLWLJDWLRQ�PRQLWRULQJ�SODQ�LV�QRW�D�UHTXLUHG
SDUW�RI�WKH�(,5��WKH�FKDQJHV�ZRXOG�QRW
UHTXLUH�UHFLUFXODWLRQ�RI�WKH�(,5�

7KLV�GLVFXVVLRQ�VXPPDUL]HV�WKH�YDULRXV
PRQLWRULQJ�PHDVXUHV�SURYLGHG�LQ�WKH�'UDIW
+&3��3$/&2��������DQG�WKHQ�OLVWV
LPSURYHPHQWV�WKDW�WKH�DJHQFLHV�EHOLHYH�DUH
QHHGHG�WR�PDNH�WKH�PRQLWRULQJ�SURJUDP
PRUH�HIIHFWLYH�DQG�PHDQLQJIXO���,W�LV
DQWLFLSDWHG�WKDW�SXEOLF�FRPPHQW�ZLOO�DOVR
EH�XVHIXO�LQ�LPSURYLQJ�WKH�PRQLWRULQJ
SURJUDP���,Q�JHQHUDO��WKH�H[SUHVVHG�LQWHQW
RI�YDULRXV�+&3�PRQLWRULQJ�SURJUDPV�VHHPV
DSSURSULDWH��EXW�REMHFWLYHV��PHWKRGV��DQG
UHSRUWLQJ�UHTXLUHPHQWV�QHHG�IXUWKHU
GHYHORSPHQW�

������ $TXDWLFV

7KH�PRQLWRULQJ�FRPSRQHQW�RI�WKH�$TXDWLFV
6SHFLHV�&RQVHUYDWLRQ�3ODQ�LV�GHVFULEHG�LQ
3$/&2��������YROXPH�,9��3DUW�'��6HFWLRQ
�����SDJHV����WR��������2EMHFWLYHV�LQFOXGH
HVWDEOLVKLQJ�D�PXOWL\HDU�GDWD�VHW�RQ�DTXDWLF
FRQGLWLRQV��WUHQGV�PRQLWRULQJ���HQVXULQJ
SUHVFULSWLRQV�DUH�LPSOHPHQWHG�DV�GHVFULEHG
LQ�WKH�SODQ��FRPSOLDQFH�PRQLWRULQJ���DQG
GHWHUPLQLQJ�WKH�HIIHFWLYHQHVV�RI
PDQDJHPHQW�DSSURDFKHV�IRU�DTXDWLF
UHVRXUFH�SURWHFWLRQ���(IIHFWLYHQHVV
PRQLWRULQJ�ZLOO�LQFOXGH�DVVHVVLQJ�ERWK
LQVWUHDP�DQG�XSVORSH�FRQGLWLRQV�DQG�LV�NH\

WR�HYDOXDWLQJ�DGHTXDF\�RI�WKH�DTXDWLF
VWUDWHJ\�

7KH�IRFXV�RI�WKH�$TXDWLF�0RQLWRULQJ
3URJUDP�LV�WR�GHWHUPLQH�WKH�DEXQGDQFH�
GLVWULEXWLRQ��DQG�SHUVLVWHQFH�RI�DTXDWLF
VSHFLHV�DQG�KDELWDW�FRPSRQHQWV�RYHU�WLPH�
)LIW\�WZR�SHUPDQHQW�VDPSOLQJ�VWDWLRQV
FXUUHQWO\�FROOHFW�GDWD�RQ�DTXDWLF
PDFURLQYHUWHEUDWHV��ILQH�VHGLPHQWV�
VXEVWUDWH�VL]H��WHPSHUDWXUH��VWUHDP�EHG
PRUSKRORJ\��VL]H�DQG�GHSWK�RI�SRROV�ZLWKLQ
HDFK�VWXG\�UHDFK��ODUJH�ZRRG\�GHEULV��DQG
FURZQ�FRYHU���$GGLWLRQDO�VLWHV�ZLOO�EH�DGGHG�
DQG�DGGLWLRQDO��LQIRUPDWLRQ�JDWKHUHG�RQ
ILVK�DEXQGDQFH��WXUELGLW\�DQG�GLVFKDUJH�

7KH�DTXDWLF�VSHFLHV�FRQVHUYDWLRQ�VWUDWHJ\�LV
DQ�DGDSWLYH�PDQDJHPHQW�SURJUDP���,W
SURYLGHV�IRU�DGGLWLRQDO�VWXG\�RU�DQDO\VLV
DQG�HYDOXDWLRQ�RI�WKH�DGHTXDF\�RI�WKH
FRQVHUYDWLRQ�PHDVXUHV�LQ�WKH�+&3�IRU
FLUFXPVWDQFHV�ZKHUH�KDELWDW�FRQGLWLRQV�GR
QRW�WUHQG�WRZDUG�WKH�NH\�SURSHUO\
IXQFWLRQLQJ�FRQGLWLRQV���)HHGEDFN�WR
PDQDJHPHQW�WKHQ�DOORZV�IRU�WKH
PRGLILFDWLRQ�RI�FRQVHUYDWLRQ�PHDVXUHV�RU
SUHVFULSWLRQV�DV�QHHGHG��WR�HQVXUH�WKDW
KDELWDW�FRQGLWLRQV�WUHQG�WRZDUG�WKH�KDELWDW
JRDOV�

$PSKLELDQ�DQG�UHSWLOHV�DUH�OLVWHG�DV�RQH�RI
WKH�§PRGXOHV¨�RI�WKH�ZDWHUVKHG�DQDO\VLV
SURFHVV��6HFWLRQ����������7KLV�SRUWLRQ�RI�WKH
DQDO\VLV�ZLOO�PRQLWRU�KDELWDW�FRQGLWLRQV
XSVWUHDP�IURP�ILVK�EHDULQJ�ZDWHUV�
LGHQWLI\LQJ�ERWK�FXUUHQW�FRQGLWLRQV�UHODWLYH
WR�KDELWDW�SDUDPHWHUV�DQG�KDELWDW�QHHGV
WKDW�VKRXOG�EH�DGGUHVVHG�GXULQJ
SUHVFULSWLRQ�VHWWLQJ���,Q�SDUWLFXODU��KDELWDW
FRQGLWLRQV�IRU�WDLOHG�IURJV�DQG�VRXWKHUQ
WRUUHQW�VDODPDQGHUV�ZLOO�EH�PRQLWRUHG�
+RZHYHU��WKH�'UDIW�+&3�SURYLGHV�QR
VSHFLILFV�DERXW�PRQLWRULQJ�WHFKQLTXHV�RU
WLPLQJ�

7KH�'UDIW�+&3�PHQWLRQV�RWKHU�DTXDWLFV�
UHODWHG�PRQLWRULQJ�WKDW�LV�DVVRFLDWHG�ZLWK
VSHFLILF�DFWLRQV�
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• 1HDU�6WUHDP�*UDYHO�0LQLQJ��$�OHWWHU
RI�SHUPLVVLRQ��/23��SURFHVV�WKURXJK
WKH�86�$UP\�&RUSV�RI�(QJLQHHUV�KDV
UHTXLUHG�ELRORJLFDO�§PRQLWRULQJ¨�RI
H[LVWLQJ�JUDYHO�PLQLQJ���(IIHFWLYH
WKURXJK�'HF�������������WKHVH
UHTXLUHPHQWV�LQFOXGH�VSHFLILF
YHJHWDWLRQ�PDSSLQJ�DQG�W\SLQJ
SURYLVLRQV��DQDGURPRXV�ILVK�KDELWDW
W\SLQJ��PDSSLQJ�DQG�VXUYH\�VFKHGXOHV�
DQG�GLUHFWV�WKDW�SUHVHQFH�DEVHQFH
VXUYH\V�IRU�IRRWKLOO�\HOORZ�OHJJHG�IURJV�
QRUWKHUQ�UHG�OHJJHG�IURJV��DQG�EXOOIURJV
WDNH�SODFH�LQ�-XQH��$XJXVW��DQG
2FWREHU���7KH�'UDIW�+&3��3$/&2�
������YROXPH�,,��3DUW�,��LQGLFDWHV
VXUYH\V�IRU�DYLDQ�VSHFLHV�DUH�UHTXLUHG
RQO\�LI��D�JUDYHO�RSHUDWLRQ�FRPPHQFHV
SULRU�WR�-XQH�����1R�VXUYH\V�DUH
UHTXLUHG�IRU�PDPPDOV�DQG�SRQG�WXUWOHV�
KRZHYHU��DQHFGRWDO�LQIRUPDWLRQ�VKDOO�EH
UHFRUGHG�GXULQJ�RWKHU�VXUYH\V�DQG
VXEPLWWHG�WR�WKH�&RUSV�

• *UD]LQJ��5LSDULDQ�FRQGLWLRQV�ZLOO�EH
HYDOXDWHG�GXULQJ�WKH�ZDWHUVKHG
DQDO\VLV�SURFHVV���0LWLJDWLRQV�ZLOO�EH
UHFRPPHQGHG��LI�DGYHUVH�HIIHFWV�DUH
RFFXUULQJ�RQ�DTXDWLF�UHVRXUFHV�

• +DELWDW�LPSURYHPHQW�SURMHFWV�
0RQLWRULQJ�RI�KDELWDW�HQKDQFHPHQW
SURMHFWV��3$/&2��������YROXPH�,9�
6HFWLRQ�'��SDJHV����WR�����ZLOO�EH
SHUIRUPHG�LQ�FRQMXQFWLRQ�ZLWK�&')*�

������ 6QDJ�5HWHQWLRQ�5HFUXLWPHQW

7KH�'UDIW�+&3�HVWDEOLVKHV�JXLGHOLQHV�WKDW
FRQVWLWXWH�REMHFWLYHV�IRU�UHWHQWLRQ�RI�VQDJV
DQG�GRZQ�ORJV���'DWD�RQ�SUHVHQFH�RI�VQDJV
DQG�GRZQHG�ORJV�ZLOO�EH�FROOHFWHG�E\�WKH
53)�RU�GHVLJQHH�DQG�LQFRUSRUDWHG�LQWR
SURSRVHG�7+3V��3$/&2��������YROXPH�,�
3DUW�*����SDJHV����WR�������7KLV�PRQLWRULQJ
ZLOO�RFFXU�GXULQJ�UHIRUHVWDWLRQ�LQVSHFWLRQV�
WLPEHU�VWDQG�LPSURYHPHQW�PRQLWRULQJ��RU
WLPEHU�VWDQG�FUXLVHV���3$/&2�ZLOO�GHYHORS
D�WUDLQLQJ�SURJUDP�FRRSHUDWLYHO\�ZLWK�WKH
):6�DQG�&')*��IRU�53)V��ELRORJLVWV��RU
RWKHU�VWDII�UHVSRQVLEOH�IRU�FROOHFWLQJ�GDWD�

7KH�PRQLWRULQJ�SURJUDP�PD\�EH�DOWHUHG�
EXW�RQO\�LQ�FRQIRUPDQFH�WR�WKHVH�VWDQGDUGV�
DQG�LQ�FRQVXOWDWLRQ�ZLWK�WKH�):6�DQG
&')*�

'DWD�DQG�PRQLWRULQJ�SURFHGXUHV�ZLOO�EH
UHYLHZHG�E\�WKH�3$/&2��):6��DQG�&')*
DW�WKH�HQG�RI�WKH�ILUVW�\HDU�RI�3ODQ
LPSOHPHQWDWLRQ�WR�GHWHUPLQH�HIIHFWLYHQHVV
RI�LQIRUPDWLRQ�UHTXLUHG�WR�LPSOHPHQW�VQDJ
DQG�GRZQHG�ORJ�PHDVXUHV���$Q\�FKDQJHV�WR
PRQLWRULQJ�SURFHGXUHV�ZLOO�EH�GHYHORSHG�LQ
FRRUGLQDWLRQ�ZLWK�):6�DQG�&')*�

$IWHU�ILYH�\HDUV�RI�3ODQ�LPSOHPHQWDWLRQ��WKH
HIIHFWLYHQHVV�RI�WKH�UHFUXLWPHQW�PHDVXUHV
ZLOO�EH�HYDOXDWHG�EDVHG�RQ�PRQLWRULQJ
UHVXOWV�DQG�DQ�LQWHQVLYH�LQYHQWRU\�RI�VWDQG
FRPSRQHQWV���,I�VQDJ�REMHFWLYHV�DUH�QRW
EHLQJ�PHW�WKURXJK�WKH�UHFUXLWPHQW
SURFHGXUHV��3$/&2�ZLOO�GHYHORS�DQG
LPSOHPHQW�PHDVXUHV�WKDW�PD\�LQFOXGH
DGGLWLRQDO�PDUNLQJ�DQG�UHWHQWLRQ�RI
UHFUXLWPHQW�WUHHV��JLUGOLQJ��RU�RWKHU�IRUPV
RI�LQGXFHG�PRUWDOLW\���)ROORZLQJ�WKLV�LQLWLDO
ILYH�\HDU�DVVHVVPHQW��WKH�HIIHFWLYHQHVV�RI
WKH�PHDVXUHV�DQG�DWWDLQPHQW�RI�WKH
REMHFWLYHV�ZLOO�EH�HYDOXDWHG�DW�LQWHUYDOV�RI
ILYH�WR�WHQ�\HDUV�DV�QHFHVVDU\�

������ /LVW�$�6SHFLHV

�������� 0DUEOHG�0XUUHOHW

6SHFLILFV�RI�WKH�PRQLWRULQJ�SODQ��ZLWK
DVVRFLDWHG�JRDOV�DQG�REMHFWLYHV�IRU�PDUEOHG
PXUUHOHW�FDQ�EH�IRXQG�LQ�3$/&2�������
YROXPH�,9��3DUW�%���SDJHV���WR���DQG����WR
��������7KH�PRQLWRULQJ�SODQ�UHOLHV�XSRQ
FRQWLQXDWLRQ�RI��PXUUHOHW�VXUYH\V�ZLWKLQ
00&$V��SURWHFWLRQ�DQG�PRQLWRULQJ�RI
QHVWLQJ�VXFFHVV�RI��NQRZQ�DFWLYH�QHVWV��XVH
RI�RIIVKRUH�VXUYH\�GDWD��DQG
GRFXPHQWDWLRQ�TXDQWLILFDWLRQ�RI
PDQDJHPHQW�DFWLYLWLHV�RFFXUULQJ�ZLWKLQ
3$/&2�ODQGV�

7ZR�W\SHV�RI�PRQLWRULQJ�ZLOO�EH�FDUULHG�RXW�
LPSOHPHQWDWLRQ��RU�FRPSOLDQFH��PRQLWRULQJ
WR�GHWHUPLQH�ZKHWKHU�FRQVHUYDWLRQ
VWUDWHJLHV�DUH�LPSOHPHQWHG�DV�VSHFLILHG�LQ
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WKH�+&3��DQG�HIIHFWLYHQHVV�PRQLWRULQJ�WR
GHWHUPLQH�ZKHWKHU�WKH�+&3�FRQVHUYDWLRQ
VWUDWHJLHV�DUH�KDYLQJ�WKH�SUHGLFWHG�LPSDFW
DQG�HIIHFW�RQ�PDUEOHG�PXUUHOHWV�

7KH�REVHUYDWLRQ�RI�FKDQJHV�LQ�ODQGVFDSH�
OHYHO�KDELWDW�FRPSRVLWLRQ�LV�D�IRUP�RI
LPSOHPHQWDWLRQ�PRQLWRULQJ�DQG�ZLOO�EH
EDVHG�RQ�WKH�W\SHV��DPRXQWV�DQG�ORFDWLRQV
RI�IRUHVW�PDQDJHPHQW�DFWLYLW\�
VXSSOHPHQWHG�ZLWK�LQYHQWRU\�DQG�UHPRWH
VHQVLQJ�LQIRUPDWLRQ���7KH�UHVXOWV�RI
LPSOHPHQWDWLRQ�PRQLWRULQJ�ZLOO�EH�UHSRUWHG
WR�WKH�):6�DQG�&')*�HYHU\�ILYH�\HDUV�

7KH�REVHUYDWLRQ�RI�FKDQJHV�LQ�DQLPDO
SRSXODWLRQ�SDUDPHWHUV�LV�D�IRUP�RI
HIIHFWLYHQHVV�PRQLWRULQJ��DQG�ZLOO�EH
DSSURDFKHG�LQ�WKUHH�ZD\V��E\�HYDOXDWLQJ
WKH�DFWXDO�XVH�RI�00&$�VWDQGV�E\
PXUUHOHWV��E\�HYDOXDWLQJ�EUHHGLQJ�VXFFHVV
DW�QHVW�VLWHV�GLVFRYHUHG�LQFLGHQWDOO\�RU
WKURXJK�WHOHPHWU\��DQG�WKURXJK�3$/&2
SDUWLFLSDWLRQ�LQ�FRRSHUDWLYH�VWXGLHV�RI
SRSXODWLRQ�WUHQGV��DOVR�LQYROYLQJ�):6�
&')*��DQG�RWKHU�SDUWLHV����7KH
HIIHFWLYHQHVV�PRQLWRULQJ�HIIRUW�ZLOO�EH
FRQGXFWHG�XQGHU�WKH�JXLGDQFH�RI�WKH
H[LVWLQJ�+&3�6FLHQWLILF�5HYLHZ�3DQHO��ZKR
ZLOO�UHYLHZ�PRQLWRULQJ�SURJUDP�GHVLJQ�DQG
UHVXOWV��DQG�PDNH�UHFRPPHQGDWLRQV�IRU
IXWXUH�VWXGLHV���7KHVH�PRQLWRULQJ�HIIRUWV
PD\�DSSO\�WR�3$/&2�ODQGV��ODQGV�DFTXLUHG
LQWR�IHGHUDO�RZQHUVKLS�DV�UHVHUYHV��DQG�RQ
RWKHU�DGMDFHQW�ODQGV�DQG�ZDWHUV���7KH
UHVXOWV�ZLOO�EH�UHSRUWHG�WR�WKH�):6�DQG
&')*�DQQXDOO\���,W�LV�DQWLFLSDWHG�WKDW�DW
OHDVW�WKH�ILUVW�ILYH�\HDUV�RI�WKLV�PRQLWRULQJ
HIIRUW�ZLOO�EH�GHYRWHG�WR�UHILQLQJ�WKH
PRQLWRULQJ�DSSURDFKHV�DQG�PHWKRGRORJLHV�

�������� 1RUWKHUQ�6SRWWHG�2ZO

7KH�VSRWWHG�RZO�PRQLWRULQJ�SODQ�LV
GHVFULEHG�LQ�3$/&2��������YROXPH�,9��3DUW
&��SDJH�������6SHFLILFV�LQFOXGH�����
(VWDEOLVKLQJ�D�EDVHOLQH�SRSXODWLRQ�HVWLPDWH
DYHUDJLQJ�UHVXOWV�RI�VXUYH\�GDWD�FROOHFWHG
RYHU�D�ILYH�\HDU�SHULRG������&RPSDULQJ
DQQXDO�VXUYH\�UHVXOWV�RI�VDPSOHG�DUHDV

ZLWK�EDVHOLQH�GDWD�������8SGDWLQJ�DQG
UHYLVLQJ�VSRWWHG�RZO�KDELWDW�LQ�WKH�3ODQ
DUHD�IROORZLQJ�DQQXDO�YHJHWDWLRQ
LQYHQWRULHV��DQG�������5HSRUWLQJ
LPSOHPHQWDWLRQ�PHDVXUHV�DQQXDOO\�WR�WKH
):6���1RUWKHUQ�VSRWWHG�RZO�PRQLWRULQJ�LV
DQ�LPSRUWDQW�SDUW�RI�WKH�+&3�EHFDXVH�LI�WKH
SRSXODWLRQ�IDOOV�WR�D�VSHFLILHG�OHYHO��WDNH
SURKLELWLRQV�ZRXOG�EH�UHLQVWDWHG�

�������� 2WKHU�/LVW�$�:LOGOLIH�6SHFLHV

0RQLWRULQJ�UHTXLUHPHQWV�DUH�GHVFULEHG�LQ
3$/&2��������YROXPH�,9��3DUW�(��SDJHV��
WR�������)RU�WKH�PDMRULW\�RI�WKHVH�VSHFLHV��QR
H[SOLFLW�PRQLWRULQJ�SODQ�LV�SURSRVHG�����7KH
SURWHFWLYH�PHDVXUHV�IRU�PDQ\�ELUG�VSHFLHV
LQFOXGH�UHIHUHQFH�WR�©JHQHUDO
UHFRQQDLVVDQFHª�RU�7+3�OHYHO�SUH�SURMHFW
VXUYH\V���+RZHYHU��WKHVH�WDNH�DYRLGDQFH
PHFKDQLVPV�DUH�PRUH�DSSURSULDWHO\
FRQVLGHUHG�PLWLJDWLRQ�UDWKHU�WKDQ
PRQLWRULQJ�

7KH�VRXWKHUQ�WRUUHQW�VDODPDQGHU��WDLOHG
IURJ��UHG�OHJJHG�IURJ��IRRWKLOO�\HOORZ�OHJJHG
IURJ��DQG�QRUWKZHVWHUQ�SRQG�WXUWOH�DUH
ULSDULDQ�GHSHQGHQWV�DQG�ZLOO�EH�LQWHJUDWHG
LQWR�WKH�DGDSWLYH�PDQDJHPHQW�SURFHVV�RI
ZDWHUVKHG�DQDO\VLV���0RQLWRULQJ�RI�DTXDWLF
FRQGLWLRQV�ZLOO�DSSO\�WR�WKHVH�VSHFLHV
WKURXJK�SRVVLEOH�DGMXVWPHQW�RI�ULSDULDQ
SUHVFULSWLRQV���3HUHJULQH�IDOFRQV�DW�+ROPHV
%OXII�DQG�6FRWLD�%OXII�LQ�DGGLWLRQ�WR�DQ\
RWKHU�QHZ�VLWHV�IRXQG�GXULQJ�WKH�OLIH�RI�WKH
SHUPLW�ZLOO�EH�SHULRGLFDOO\�PRQLWRUHG
GXULQJ�QHVWLQJ�VHDVRQ�WR�GHWHUPLQH�LI�QHVW
LV�DFWLYH�RU�LI�GHIDXOW�PLWLJDWLRQV�DUH
HIIHFWLYH�����0RQLWRULQJ�IRU�VQDJ�GHSHQGHQW
VSHFLHV�LQFOXGLQJ�SLOHDWHG�ZRRGSHFNHU�
9DX[ªV�VZLIW�DQG�SXUSOH�PDUWLQ�ZLOO�EH
FRQGXFWHG�E\�GRFXPHQWLQJ�WKHLU�SUHVHQFH�LQ
VHW�DVLGH�DUHDV�LQYHVWLJDWHG�GXULQJ
PXUUHOHW�VXUYH\V��DQG�WKHLU�VSHFLILF�KDELWDW
HOHPHQWV�ZLOO�EH�PRQLWRUHG�GXULQJ�VQDJ
UHWHQWLRQ�DQG�UHFUXLWPHQW�PRQLWRULQJ�
'DWD�IRU�VQDJ�GHSHQGHQW�VSHFLHV�ZLOO�EH
FRPSLOHG��DQDO\]HG��DQG�UHSRUWHG�LQ�ILYH
\HDU�LQWHUYDOV��RU�LQ�WKH�ILUVW�UHSRUWLQJ
SHULRG�IROORZLQJ�SURMHFW�OHYHO�PRQLWRULQJ�
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GHSHQGLQJ�RQ�WKH�VSHFLILF�SURYLVLRQV�IRU
HDFK�VSHFLHV�

5HG�WUHH�YROH����&RPSOLDQFH�PRQLWRULQJ�ZLOO
EH�DFFRPSOLVKHG�WKURXJK�DQ�LQYHQWRU\�RI
IRUHVW�VHUDO�W\SHV�DQG�ULSDULDQ�EXIIHUV�
(IIHFWLYHQHVV�RI�WKH�PLWLJDWLRQ�ZLOO�EH
PRQLWRUHG�WKURXJK�FRQILUPDWLRQ�RI�WKH
SUHVHQFH�RI�WKH�VSHFLHV�LQ�WKH�VHW�DVLGHV�DQG
RWKHU�VWDQGV�RQ�WKH�ODQGVFDSH���'DWD
JDWKHUHG�RQ�WKH�KDELWDWV�RI�WKLV�VSHFLHV�ZLOO
EH�UHSRUWHG�LQ�ILYH�\HDU�LQWHUYDOV�

+XPEROGW�PDUWHQ��3DFLILF�ILVKHU��
&RPSOLDQFH�PRQLWRULQJ�ZLOO�EH
DFFRPSOLVKHG�WKURXJK�LQYHQWRU\�RI�IRUHVW
VHUDO�W\SHV��VQDJV��DQG�GRZQHG�ORJV��DQG
ULSDULDQ�EXIIHUV���(IIHFWLYHQHVV�RI
PLWLJDWLRQ�ZLOO�EH�PRQLWRUHG�WKURXJK�WKH
KDELWDW�HOHPHQW�UHWHQWLRQ�DQG�UHFUXLWPHQW
VWUDWHJ\���'DWD�JDWKHUHG�RQ�KDELWDW
HOHPHQWV�RI�WKHVH�VSHFLHV�ZLOO�EH�UHSRUWHG�LQ
ILYH�\HDU�LQWHUYDOV�

�������� /LVW�%�6SHFLHV

)RU�WKHVH�VSHFLHV��ZKLFK�ZLOO�QRW�EH
LQFOXGHG�RQ�WKH�)HGHUDO�LQFLGHQWDO�WDNH
SHUPLW��PRQLWRULQJ�LV�QRW�UHTXLUHG�XQGHU
WKH�)HGHUDO�(6$���*HQHUDO�UHFRQQDLVVDQFH
RU�7+3�OHYHO�VXUYH\V�DUH�SURSRVHG��DV
PRQLWRULQJ�IRU�EODFN�VKRXOGHUHG�NLWH�
QRUWKHUQ�KDUULHU��JUHDW�JUD\�RZO��DQG�VKRUW�
HDUHG�RZO���$JDLQ��WKHVH�SURWHFWLYH
PHDVXUHV�DUH�PRUH�DSSURSULDWHO\
FRQVLGHUHG�WDNH�DYRLGDQFH�RU�PLWLJDWLRQ
WKDQ�PRQLWRULQJ���+RZHYHU��WKH�'UDIW�+&3
LQFOXGHV�VWDWHPHQWV�WR�WKH�HIIHFW�WKDW
SURWHFWLRQ�PHDVXUHV�ZLOO�EH�PRQLWRUHG�IRU
FRPSOLDQFH�DQG�HIIHFWLYHQHVV���'DWD
JDWKHUHG�VKDOO�EH�UHSRUWHG�WR�):6�DQG
&')*�

&RPSOLDQFH�PRQLWRULQJ�ZLOO�EH
DFFRPSOLVKHG�WKURXJK�LQYHQWRU\�RI�VHUDO
W\SHV��VQDJV�DQG�GRZQHG�ORJV��DQG�ULSDULDQ
EXIIHUV�IRU�7RZQVHQGªV�ZHVWHUQ�ELJ�HDUHG
EDW��SDOOLG�EDW��ZKLWH�IRRWHG�YROH��&DOLIRUQLD
ZROYHULQH���(IIHFWLYHQHVV�RI�PLWLJDWLRQ�ZLOO
EH�PRQLWRUHG�WKURXJK�WKH�KDELWDW�HOHPHQW
UHWHQWLRQ�DQG�UHFUXLWPHQW�VWUDWHJ\���'DWD

JDWKHUHG�RQ�KDELWDW�HOHPHQWV�RI�WKHVH
VSHFLHV�ZLOO�EH�UHSRUWHG�LQ�ILYH�\HDU
LQWHUYDOV�

�������� 0HDVXUHV�5HFRPPHQGHG�E\
$JHQFLHV�IRU�,PSURYHPHQW�RI�+&3
0RQLWRULQJ

0GCT�5VTGCO�)TCXGN�/KPKPI

�3$/&2��������YROXPH�,9��3DUW�'�
3DJHV���WR���

7KH�H[LVWLQJ�&RUSV�RI�(QJLQHHUV�SHUPLW�LV
HIIHFWLYH�XQWLO�'HFHPEHU������������,W�LV�QRW
FOHDU�ZKHWKHU�WKH�SHUPLW�ZLOO�EH�UH�LVVXHG
DIWHU�WKDW�WLPH�RU�LI�WKH�VSHFLHV�VXUYH\V�ZLOO
FRQWLQXH���3UHSURMHFW�HVWDEOLVKPHQW�RI
EDVHOLQHV�DQG�SRVW�SURMHFW�PRQLWRULQJ
VKRXOG�EH�LPSOHPHQWHG�

)TC\KPI

�3$/&2��������YROXPH��,9��3DUW�'��7DEOH���

7KLV�WDEOH�LQGLFDWHV�WKDW�§0RQLWRULQJ
6WXGLHV¨�DSSO\��EXW�WKH�SDUDPHWHUV�WKDW�ZLOO
EH�PRQLWRUHG�DUH�QRW�VSHFLILHG���7KLV
HOHPHQW�VKRXOG�EH�GHYHORSHG�GXULQJ
ZDWHUVKHG�DQDO\VLV�

0QTVJGTP�URQVVGF�QYN

�3$/&2��������YROXPH�,9��3DUW����SDJH����

7KH�PHWKRG�IRU�GHWHUPLQLQJ�WKH�EDVHOLQH
SRSXODWLRQ�GXULQJ�WKH�ILUVW�ILYH�\HDUV�DQG
IRU�VXEVHTXHQW�VDPSOLQJ�DQG�VWDWLVWLFDO
HYDOXDWLRQ�RI�SRSXODWLRQ�VWDWXV�DUH�QRW
VSHFLILHG�DQG�VKRXOG�WR�EH�GHYHORSHG�DQG
LPSOHPHQWHG�

1VJGT�.KUV�#�9KNFNKHG�5RGEKGU���#ORJKDKCPU�CPF
4GRVKNGU

�3$/&2��������YROXPH�,9��3DUW�(�
SDJH���WR���

0RQLWRULQJ�UHTXLUHPHQWV�IRU�WKHVH�VSHFLHV
DUH�FURVV�UHIHUHQFHG�WR�WKH�$TXDWLF
$GDSWLYH�0DQDJHPHQW�6WUDWHJ\��3$/&2�
������YROXPH�,9��3DUW�'��6HF��������
0RQLWRULQJ�LV�FOHDUO\�LQWHQGHG�WR�EH
GHYHORSHG�GXULQJ�WKH�ZDWHUVKHG�DQDO\VLV
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DQG�DGDSWLYH�PDQDJHPHQW�SURJUDP�
3URYLVLRQV�IRU�UHSRUWLQJ�FRPSOLDQFH�RU
HIIHFWLYHQHVV�VKRXOG�EH�HVWDEOLVKHG�

1VJGT�.KUV�#�9KNFNKHG�5RGEKGU���$KTFU

�3$/&2��������YROXPH�,9��3DUW�(�
SDJHV���WR����

0RQLWRULQJ�GDWD�UHSRUWHG�WR�):6�DQG
&')*�LQ�WKH�§�I�¨�VXEVHFWLRQV�RI�6HF���(�
VKRXOG�DOVR�LQFOXGH�WKH�ORFDWLRQ�RI�QHVW�RU
URRNHU\�VLWHV�

1VJGT�.KUV�#�9KNFNKHG�5RGEKGU���/COOCNU

�3$/&2��������YROXPH�,9��3DUW�(�
SDJHV����WR����

)RU�WKH�UHG�WUHH�YROH�LW�VKRXOG�EH�PDGH
H[SOLFLW�WKDW�WKH�PRQLWRULQJ�LQIRUPDWLRQ
ZLOO�EH�UHSRUWHG�WR�):6�DQG�&')*���)RU�WKH
UHG�WUHH�YROH�DQG�WKH�IXUEHDUHUV��PDUWHQ�
ILVKHU���PHDVXUHV�VKRXOG�EH�GHYHORSHG�IRU
LQFRUSRUDWLQJ�PRQLWRULQJ�LQIRUPDWLRQ�LQWR
IXWXUH�PDQDJHPHQW�

.KUV�$�9KNFNKHG�CPF�2NCPV�5RGEKGU���#PKOCNU

�3$/&2��������YROXPH�,9��3DUW�(�
SDJHV���WR����

0RQLWRULQJ�UHSRUW�LQWHUYDOV�DUH�QRW
VSHFLILHG�IRU�EODFN�VKRXOGHUHG�NLWH��QRUWKHUQ
KDUULHU��JUHDW�JUD\�RZO��DQG�VKRUW�HDUHG
RZO���)RU�7RZQVHQGªV�ELJ�HDUHG�EDW��SDOOLG
EDW��ZKLWH�IRRWHG�YROH�DQG�&DOLIRUQLD
ZROYHULQH��WKH�WH[W�LV�QRW�VSHFLILF�WKDW
PRQLWRULQJ�UHVXOWV�ZLOO�EH�UHSRUWHG�WR�):6
DQG�&')*�

.KUV�$�9KNFNKHG�CPF�2NCPV�5RGEKGU���2NCPVU

�3$/&2��������YROXPH�,9��3DUW�)�
SDJHV����WR����

3UH�SURMHFW�VXUYH\V�DQG�SRVW�SURMHFW
PRQLWRULQJ�SURYLVLRQV�ZHUH�QRW�RXWOLQHG�IRU
WKH�/LVW�%�SODQW�VSHFLHV�LQFOXGHG�LQ�WKH
+&3�

AB 1986 Related Monitoring

,PSOHPHQWDWLRQ�RI�$%������ZRXOG
QHFHVVLWDWH�DGGLWLRQDO�PRQLWRULQJ��DV
IROORZV�

6LWH�VSHFLILF�SUHVFULSWLRQV�HVWDEOLVKHG�XQGHU
WKH�ZDWHUVKHG�DVVHVVPHQW�SURJUDP�E\
10)6�DQG�):6�PXVW�EH�LPSOHPHQWHG�
7KLV�ZRXOG�UHTXLUH�FRPSOLDQFH�PRQLWRULQJ�

7LPEHU�KDUYHVWLQJ��VDOYDJH�ORJJLQJ��DQG
RWKHU�PDQDJHPHQW�DFWLYLWLHV�GHWULPHQWDO�WR
WKH�PDUEOHG�PXUUHOHW�RU�LWV�KDELWDW�DUH
SURKLELWHG�LQ�DOO�00&$V�H[FHSW�*UL]]OH\
&UHHN�IRU�WKH�OLIH�RI�WKH�LQFLGHQWDO�WDNH
SHUPLWV���,Q�DGGLWLRQ��VXFK�DFWLYLWLHV�DUH
SURKLELWHG�LQ�WKH�*UL]]OH\�&UHHN�00&$�IRU
ILYH�\HDUV�IROORZLQJ�WKH�LVVXDQFH�RI�WKH
SHUPLWV���7KHVH�UHVWULFWLRQV�ZRXOG�UHTXLUH
FRPSOLDQFH�PRQLWRULQJ�

3$/&2�PXVW�VXEPLW�DOO�7LPEHU�+DUYHVW
3ODQV�FRYHULQJ�ODQGV�VXEMHFW�WR�WKH�+&3�WR
WKH�):6�DQG�10)6�DW�OHDVW����GD\V�SULRU
WR�WKH�HDUOLHVW�SRVVLEOH�GDWH�RI�DSSURYDO�E\
&')��VR�WKDW�WKHVH�DJHQFLHV�FDQ�PDNH
ILQGLQJV�UHODWLYH�WR�FRQVLVWHQF\�ZLWK�WKH
+&3���7KLV�SURYLGHV�D�PHFKDQLVP�IRU
FRPSOLDQFH�PRQLWRULQJ�

7LPEHU�+DUYHVW�3ODQV�SUHSDUHG�E\�3$/&2
SXUVXDQW�WR�WKH�+&3�DQG�6<3�VKDOO�FRPSO\
ZLWK�6HFWLRQ���RI�$%�������DQG�WKH�WHUPV�RI
WKH�+&3�DQG�WKH�,$���7KLV�ZRXOG�UHTXLUH
FRPSOLDQFH�PRQLWRULQJ�
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Table 2.5-2.  Some SYP and HCP Components by Alternative

Alt 1
No Action/No
Project1/

Alt 2
Proposed
Action/
Proposed
Project4/

Alt 2a
No Elk River
Property

Alt 3
Property-wide
Selective
Harvest

Alt 4

63,000-acre
No-harvest
Public
Reserve

Class I RMZ2/

width (feet)
170 to 3403/ 1704/ 1704/ 340/1007/ 1704/

Class II RMZ2/

width (feet)
85 to 1703/ 1004/ 1004/ 170/757/ 1004/

Class III RMZ2/

width (feet)
50 to 1003/ 04/ 04/ 100/257/ 04/

Maximum
disturbance index
per WAA (%)

20 20 20 15 20

All selection
harvest

No No No Yes8/ No

Forest habitat
diversity per
WAA and
property-wide

5% openings

5% young

5% mid-seral

10% late-seral

5% openings

5% young

5% mid-seral

10% late-seral

5% openings

5% young

5% mid-seral

10% late-seral

0% openings

0% young

0% mid-seral

20% late-seral

5% openings

5% young

5% mid-seral

10% late-seral

Salvage Logging
in Murrelet
Habitat9/

Yes10/ No No No No

1/ No SYP or HCP.  Components for Alternative 1 relate to normal operations that continue on a THP-by-THP basis for NEPA
analysis modeled into the future.

2/ RMZ = riparian management zone.  RMZ widths are often related to a distance based on the size to which a redwood or Douglas-
fir tree would be expected to grow in 100 years.

3/ No-harvest RMZ.  The wider RMZ was used for long-term modeling of Alternative 1 for NEPA purposes.

4/ See the description under Proposed Action/Proposed Project Alternative (Section 2.5) and Table 2.5-3a and b for detailed
descriptions of RMZs for Alternatives 2, 2a, and 4.

7/ The first number is the total buffer width.  The second number is a no-harvest buffer width used for modeling.  The outer area is
restricted to the silvicultural prescription “Selection every 20 years Target WHR 6.”  This prescription is the same as the outer
band selective harvest prescription for Class I and II streams under the Alternative 2 default strategy (240-square-foot, post-harvest
basal area).  See Tables 2.5-3a and b.

8/ Only one silvicultural prescription is applied in this alternative, “Selection every 20 years Target WHR 6.”  This prescription is the
same as the outer band selective harvest prescription for Class I and II streams under the Alternative 2 default strategy (240-square-
foot, post-harvest basal area).  See Tables 2.5-3a and b.

9/ Salvage logging of dead and dying trees.

10/ Some restriction of salvage logging near fish-bearing streams.

Source:  Foster Wheeler Environmental Corporation, 1998
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Stream
Class

Interim (3-year)
RMZ Bands

Interim (3-year)
RMZ

Prescriptions

Default (47-year)
Bands

Default (47-year) RMZ
Prescriptions

Class I RMZ totals 170 feet RMZ totals 170 feet

Band 1

0-30 feet

No-harvest (except
for riparian
enhancement) &
EEZ2/; 10 largest
trees  greater than 40
in dbh 3/ retained but
not marked

Band 1

0 to 30 feet

Same as interim except that 10
largest trees over 40 inches
dbh are retained and
permanently marked

Band 2

30-100 feet

High residual
prescription2/, EEZ4/,
minimum 300
square- foot post
harvest basal area
required but size
distribution is a
target and required
or substituted with
higher or lower size
classes

Band 2

30 to 100 feet

Same as interim except size
distribution is required and
conifers in 32 to 48 inches dbh
category are permanently
marked for retention and size
distribution is required or
substituted with higher size
classes

Band 3

100-170 feet

Late seral
prescription2/; 240
square- foot post
harvest basal area
required but size
distribution is a
target (not required)

Band 3

100 to 170 feet

Same as interim except size
distribution is required and on
slopes greater than 50 percent
RMZ is extended all the way
to break in slope

AB 1986 Changes Same as default except
requires a 100-foot no-harvest
buffer until watershed analysis
has been completed and FWS
or NMFS have established
site-specific prescriptions.

Class II RMZ totals 100 feet See Table 2.5-3b See Table 2.5-3b

0 to 10 feet No-harvest (except
for riparian
enhancement) &
EEZ4/

See Table 2.5-3b See Table 2.5-3b

10 to 100 feet Late seral
prescription, 240
square- foot post
harvest basal area
required; dbh size
distribution is a
target and required
or substituted with
higher or lower size
classes, EEZ4/

See Table 2.5-3b See Table 2.5-3b

AB 1986 Changes Same as default, except
requires a 30-foot no-harvest
buffer, regardless of WAA or
timber type, until watershed
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Stream
Class

Interim (3-year)
RMZ Bands

Interim (3-year)
RMZ

Prescriptions

Default (47-year)
Bands

Default (47-year) RMZ
Prescriptions

analysis has been completed
and FWS or NMFS have
established site-specific
prescriptions.

Class
III

0 to 25 feet for
slopes less than 30
percent

ELZ4/ and downed
trees remain

0 to 25 feet for slopes
less than 30 percent

Same as interim

0 to 50 feet for
slopes 30 to 50
percent

ELZ4/ and downed
trees remain

0 to 50 feet for slopes
30 to 50 percent

Same as interim

0 to 100 feet for
slopes greater than
50 percent

EEZ4/ and downed
trees remain

0 to 100 feet for slope
greater than 50
percent

Same as interim

Source:  Foster Wheeler Environmental Corporation, 1998
1/  In addition to the prescriptions detailed in the table, in Class I and II RMZs all dead and dying trees must be

retained and all exposed soil areas greater than 100 square feet on slopes greater than 30 percent must be treated
with erosion control.

2/  Tree size distribution requirements are discussed in Sections 2.5 and 3.7.4.3.
3/  These 10 trees can be counted in band 2 if not present in band 1.
4/  EEZ = equipment exclusion zone; ELZ = equipment limitation zone.
Source:  Foster Wheeler Environmental Corporation, 1998
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Table 2.5-3b.  Summary of Class II Default (47-year) RMZ Prescriptions for the Proposed
HCP (Alternatives 2 and 2a) and Alternative 41/

RMZs vary from 0 to 100 feet or

0 to 130 feet

No-harvest (Except
for Riparian

Enhancement) (EEZ2/)

Late Seral Prescription, Post
Harvest 240-square-foot Basal

Area and dbh Tree Size
Distribution Required3/; (EEZ2/)

Slopes greater than 50 percent

Douglas-fir timber type, in Humboldt
WAA

0 to 30 feet 30 to 100 feet

Douglas-fir timber type, outside the
Humboldt WAA

0 to 30 feet 30 to 130 feet

Redwood timber type, in Humboldt
WAA

0 to 30 feet 30 to 100 feet

Redwood timber type, outside the
Humboldt WAA

Not Applicable 0 to 130 feet

Slopes greater than 50 percent

Douglas-fir timber types, in Humboldt
WAA

0 to 30 feet 30 to 100 feet
or to slope break4/

Douglas-fir timber types, outside the
Humboldt WAA

0 to 30 feet 30 to 130 feet

or to slope break4/

Redwood timber types, in Humboldt
WAA

0 to 30 feet 30 to 100 feet

or to slope break4/

Redwood timber types, outside the
Humboldt WAA

0 to 30 feet 30 to 130 feet

or to slope break4/

1/  In addition to the prescriptions detailed in the table, in Class I and II RMZs all dead and dying trees must be retained and all
exposed soil areas greater than 100 square feet on slopes greater than 30 percent must be treated with erosion control.

2/  EEZ = equipment exclusion zone.
3/  Tree size distribution requirements are discussed in Sections 2.5 and 3.7.
4/  If a steep sideslope extends beyond the indicated distance, the prescription must be applied all the way to the break in slope (i.e.,

where the slope declines to less than 50 percent or a distance determined by the mass wasting team).
Source:  Foster Wheeler Environmental Corporation, 1998


